
QSckk 



FINANCIAL 


Highlights 


Fiscal v ear Ended 


General Mills today is a 

sharply focused consumer foods 
company, intent on delivering 
superior long-term growth and 
returns. We achieved record 
results in 1996 and expect to 
build on this success in the years 
ahead by focusing on our four 
key growth drivers: superior 
domestic unit volume growth; 
increasing productivity; expand¬ 
ing contributions from our grow¬ 
ing international operations; and 
the benefits of our increasing 
free cash flow. 
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The return on average total capital prior to 1996 has been determined cons dering continuing operations 
only and capital adjusted by assuming the spin-off of restaurant operations occurred at the beginning 
of the periods presented. 

1991 results include an unusual after-tax gain related primarily to disposition of businesses. 

1993 results include an unusual after-tax charge related to productivity act ons. 1994 results include 
an unusual after-tax charge related to an improper pesticide substitution by an independent contractor 
in treating certain oat supplies. 1995 results include an unusual after-tax cha-ge related to restructur¬ 
ing actions. See note three to the consolidated financial statements for further information. 









































TO OUR FELLOW ShdPGhOldSPS 

and employees 


7 % 

domestn volume growth 

13 % 

international volume growth 

28 % 

earnings growth 

$194 

million free cash flow 

2i% 

total return to shareholders 


We began fiscal 1996 with a redefined company and a 
plan to make it grow. Key strategic actions taken in the 
previous year, including the spin-off of restaurant opera¬ 
tions and the restructuring of nearly every major aspect 
of our food activities, created a new General Mills focused 
on consumer food businesses with excellent growth and 
return characteristics. Our plan for 1996 was to renew 
innovation leadership companywide, restore momentum 
across our businesses, and deliver results consistent 
with our long-term financial goals for superior growth 
and returns. 

By any measure, 1996 was an excellent year. Reported sales 
grew 8 percent to exceed $5.4 billion. Including our propor¬ 
tionate share of international joint-venture revenues, sales 
grew 9 percent to more than $6.1 billion. Earnings grew 
28 percent to a record $3.00 per share, a strong recovery 
from disappointing results in 1995 and a significant increase 
from our previous earnings peak in the $2.70 per share 
range. After-tax return on capital increased to 28.7 percent, 
among the best performances in American industry. Stock 
price appreciation and dividends paid in 1996 represented 
a 21 percent total return to General Mills shareholders. 

We generated our earnings growth just as we had 
planned. Renewed product and marketing innovation, 
effective sales and merchandising programs, and strong 
operations performance combined to drive domestic unit 
volume up 7 percent to an all-time high. This exceeded 
our 5 percent annual growth average for the 1990s and 
reflected volume increases in every major business unit. 
Those gains included 16 percent growth for Helper dinner 
mixes, 5 percent for both dessert mixes and yogurt, renewed 
volume growth of 2 percent in snacks and nearly 10 percent 
growth for Big G cereals. 
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Our increasing productivity also contributed to 1996 
earnings growth. The prior year's manufacturing capacity 
realignment, which increased utilization of our most effi¬ 
cient systems, and the success of productivity initiatives 
across our purchasing, manufacturing and distribution 
functions, enabled us to reduce our average cost per 
case despite increases in market prices for packaging 
and ingredients. 

International unit volume grew 13 percent, including our 
proportionate share of joint venture results, boosting our 
worldwide volume growth rate to 8 percent. International 
profits grew more than twice as fast as overall company 
earnings and accounted for 10 cents of our $3.00 earn¬ 
ings per share total. Our Cereal Partners Worldwide joint 
venture with Nestle made the largest contribution to inter¬ 
national earnings growth, while Canada Foods and our 
Snack Ventures Europe joint venture with PepsiCo also 
recorded strong progress. In addition, our International 
Dessert Partners joint venture with CPC International 
began operations in four Latin American markets late 
in the year. 

As a result of this excellent operating performance, 
General Mills'financial position has strengthened signi¬ 
ficantly from May 1995 when the restaurant operations 
were spun off. The company's ratios of cash flow to debt 
and fixed charge coverage-which we believe to be key mea¬ 
sures of financial strength-improved to 49 percent and 
6.9 times, respectively, exceeding targeted levels. Strong 
cash flow supported renewed growth in General Mills 
dividends to a new annualized rate of $2.00 per share. 

Our free cash flow (after increased dividend payments 
and $174 million in fixed-asset investment and joint- 
venture funding) grew to $194 million.This enabled the 
company to reactivate its stock repurchase program ear¬ 
lier than planned. We repurchased a total of 652,000 


GENERAL MILLS WORLDWIDE SALES 


Fiscal 1996 

Ready-to-eat Cereals* 

$ 2.75 Billion 

Desserts and Baking Mixes 

1.20 Billion 

Snack Products* 

1.15 Billion 

Dinner and Side Dish Mixes 

600 Million 

Yogurt 

400 Million 

Total 

$ 6.10 Billion 


* Includes proportionate share of joint venture sales 



From left: Viault, Sanger, Gai I lard 


shares in 1996, primarily during the fourth quarter. Signifi¬ 
cant repurchase activity is planned in 1997, with 1.9 million 
shares purchased through the first two months of the fis¬ 
cal year. 

In the aggregate, our 1996 performance represented 
strong renewal of General Mills' growth momentum, and 
measured up well against our long-term financial goals of: 


^ 12% Compound Earnings per Share Growth 
^ Minimum 25% Return on Average Total Capital 
50 to 60% Dividend Payout 
^ Strong "A" Bond Rating 


We plan to build on this performance with continued earn¬ 
ings growth in 1997. We expect the vitality of our domestic 
non-cereal businesses and expanding international opera¬ 
tions to generate good earnings gains. However, the rate of 
our overall progress in the current year will be moderated 
by the impact of recent U.S. cereal industry pricing actions. 

In separate actions this spring and summer, most of our 
cereal competitors announced plans to reduce prices and 
deliver more direct consumer value.These actions followed 
leadership initiatives begun by Big G cereals three years 
ago in response to the then-dramatic escalation of pro¬ 
motional spending in the cereal aisle. Our strategy was to 
reduce inefficient promotional spending, deliver better value 
directly to consumers through lower everyday prices, and 
refocus our marketing efforts on brana-building innovation. 
This strategic shift resulted in category-leading performance 
in 1996, with Big G consumer volume up 6.3 percent com¬ 
pared to 1.3 percent industry growth in measured outlets. 

Our competitors' recent pricing actions gave us the 
opportunity to go further in offering good everyday value 
and reducing promotional inefficiency. On June 19, 1996, 
we announced actions to lower the prices and cost per 
serving an average 11 percent on brands accounting for 
42 percent of Big G cereal volume.This will reduce Big G's 
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fiscal 1997 sales by approximately 4 percent, or about 
$100 million. We anticipate that planned reductions in 
marketing spending and continued productivity increases 
together will offset about one-half of this impact in 1997. 
Nevertheless, we expect a net impact to General Mills' 

1997 after-tax earnings in the range of $30 to $35 million, 
or about 20 cents per share, with 50 to 75 percent of 
that impact falling in the first fiscal quarter. 

We believe the long-term benefits of these cereal 
category actions will far outweigh their costs: cereal 
consumers will get better value every day, and industry 
marketing efforts should refocus even more intensely 
on product innovation, the historical driver of this cate¬ 
gory's superior growth rate. 

Big G intends to be the cereal market's innovation leader 
again in 1997, with goals for continued unit volume and 
share progress. Our other domestic and international busi¬ 
nesses expect to record volume and share gains in 1997, 
too, consistent with our goal to be the innovation leader 
in every market where we compete. 

Beyond 1997, we believe prospects for meeting our long¬ 
term growth goals are excellent. Pages 4 to 15 of this 
report focus on our key growth drivers, which are: 

1 Product and marketing innovation that leads to 
superior unit volume growth. Our goal is to generate 
4 percent average annual unit volume growth from 
domestic businesses over the years ahead. 

2 Continuing productivity improvement. We expect 
ongoing productivity gains to help us cover cost 
increases and improve margins, while holding price 
increases below the rate of inflation. 

3 Increasing contributions from our international 
operations. We expect these businesses to contribute 
20 percent of our earnings growth over the remainder 
of this decade. 

The benefits of our increasing free cash flow, including 
support for share repurchase activity and new business 
initiatives. 

In this regard, as this report was on press we announced 
an agreement to purchase the branded ready-to-eat cereal 


and snack mix businesses of Ralcorp Holdings, Inc., includ¬ 
ing its core Chex and Cookie Crisp brands. The $570 million 
transaction, for General Mills stock and assumption of 
certain Ralcorp debt, has been approved by the boards of 
directors of both companies, and is expected to close 
following approval by Ralcorp shareholders and federal 
regulatory agencies over the next few months. This acquisi¬ 
tion will give us distinctive consumer brands that provide 
new platforms for cereal and snack food growth in both 
domestic and international markets. 

George Putnam will complete 15 years of distinguished 
service and retire from General Mills'board of directors in 
September. We will miss his strong counsel and insight, and 
we thank him for his lasting contributions to the company. 

During 1996, Ray Viault joined General Mills as 
Vice Chairman and was elected to the board of directors. 
Ray has leadership responsibility for current international 
operations and efforts to accelerate international business 
development, along with companywide financial functions. 
Steve Demeritt, Chief Executive Officer of CPW, was 
named a General Mills Executive Vice President. 

In a global marketplace where innovation leadership is 
more critical than ever, the talents of General Mills' nearly 
10,000 employees give us great confidence in our future. 

We thank them all for the tremendous performance that 
renewed General Mills'growth momentum in 1996, and 
for their commitment to building on our success in the 
years ahead. 

Sincerely, 



Stephen W. Sanger 

Chairman of the Board and Chief Executive Officer 



Charles W. Gaillard Raymond G. Viault 

President Vice Chairman 


August 14, 1996 
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Our consumer food businesses 


hold leading positions 


in some of the U.S. grocery industry's most attractive 
categories. We work to build our share of these markets 
by generating superior unit volume growth-and the 
key to doing that is innovation. 

In 1996 we demonstrated innovation leadership 
companywide. We made significant product improve¬ 
ments and added popular new flavor varieties to 
established brands, actions that keep these lines grow¬ 
ing and sustain their edge over competitive offerings 
including price brands. We strengthened our new 
product performance with the launch of Frosted 
Cheerios and a number of other successful new 
brands. We tapped the power of unique brand equities 
like Betty Crocker and found new ways to make them 
grow. And we stimulated volume increases for both 
established and new products with distinctive market¬ 
ing and merchandising programs. The result of this 
broad-based innovation was a 7 percent increase 
in our domestic unit volume, and market share 
gains in six of our nine largest product categories. 

We intend to be innovation leaders in 1997 and 
beyond. For highlights of our 1996 performance 
and initiatives now under way across our domestic 
businesses, turn the page. 


LEADING MARKET POSITIONS 


Dollars in Millions 

FY96 

Sales 

FY96 

Pound Share* 

+/- 

LY 

Ready-to-eat Cereals 

$2,210 

23% 

4-1 pt. 

Dessert Mixes 

450 

44 

+ 1 

Dinner Mixes 

350 

79 

-2 

Refrigerated Yogurt 

325 

22 

+1 

Fruit Snacks 

240 

53 

-2 

Flour 

195 

42 

+2 

Microwave Popcorn 

135 

29 

+2 

Grain Snacks 

130 

13 

-3 

Baking Mixes 

125 

77 

+1 



6-Year Avg. Growth = 5% 

■ Products New in Last 5 Years 


Our 7 percent domestic unit volume increase in 1996 reflected 
broad-based strength, as every major business unit posted volume 
gains. Established brands showed good vitality, and new products 
contributed 28 percent of total volume, in line with our new- 
product success of recent years. 



A.C. Nielsen 
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Innovation 



Meeting Evolving Consumer Needs-Consumers 

today have higher standards than ever, demanding 
food products that offer better taste, increased vari¬ 
ety, added convenience, better value-and stronger 
nutrition credentials. We're responding with prod¬ 
uct improvements across our business categories. 
Examples include Nature Valley low fat and 
reduced fat granola bars, low fat Suddenly Salad, 
and new Hamburger Helper varieties with lower 
sodium and no preservatives. 


that Grows 
Established 
Brands 


Better than Ever- Volume for Big G's established 
cereals grew nearly 6 percent r 1996.This vitality 
is the result of continuous efforts to make long-time 
brands even better. For example, adding brighter- 
colored marshmallows to Lucky Charms helped drive 
13 percent volume growth for this 32-year-old brand 
in 1996. Improved Trix with brighter colors and the 
best-rated taste ever was introduced in March 1996, 
and improved Honey Nut Cheer'os began arriving 
in grocery stores in July. In the ast two years alone, 
Big G has improved brands accounting for 70 percent 
of volume-surpassing their goal of improving one- 
third of the line annually. 



Ready to Grow -Colombo yogurt has been a top- 
ranking brand in the Northeast for years. In 1996 
we worked to make this product line even better, 
with an improved Colombo Light yogurt that 
consumers rate as clearly superior to competing 
products. Then we began expanding distribution 
into the North Central United States. After 10 
weeks in the Chicago market, Colombo had grown 
to a 10 percent share, and Colombo and Yoplait 
yogurts together were challenging for that market's 
No. 1 share position. Plans call for expanding distri¬ 
bution of the Colombo line to other high-potential 
markets in 1997. 
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Strong 
New Product 
Innovation 


What’s New in Snacks - 

Product innovation is driving 
renewed volume growth across 
the company's snack food 
businesses. Pop Secret 
microwave popcorn recorded 
a 2 point share increase in 1996, thanks to strong 
performance by new Pop Secret Jumbo Pop and 
improved versions of Pop Secret 94% Fat Free and 
Movie Theater Butter varieties, which compete in the 
category's fastest-growing segments. Fruit snacks 
performance accelerated in the second half of 1996, 
driven by innovations like Peel'n Build Fruit Roll- 
Ups . Distinctive new varieties like Watermelon Fruit 
by the Foot rolls, and improvements to established 
lines, including vitamin C fortification and offer¬ 
ing more pouches per carton to 
increase consumer value, 
will help sustain fruit 
snacks momentum. 


Sweet Indulgence -Our dessert volume grew 5 per¬ 
cent in 1996 on the strength of category-leading 
innovation. Betty Crocker Whipped Deluxe frosting 
drove 4 percent volume growth in its market seg¬ 
ment, and earned an industry award as the best new 
product of 1995. Betty Crocker was also first to the 
market last year with a full line of Sweet Rewards 
fat-free and reduced fat dessert mixes, which meet 
consumers' intense interest in lower-fat foods that 
don't sacrifice taste. In the snack aisle, Sweet 
Rewards ready-to-eat snack bars offer another taste 
of fat-free indulgence. This line was intro¬ 
duced in the fall of 1995 and is being 
expanded with the addition of 
new varieties like Double 
Fudge and Homestyle 
brownies. 


Cheerios 


Successful the ’hole Way Around -In the $9 billion 
ready-to-eat cereal category, a market share of just 
one-half of one percent represents a sizable business. 
Frosted Cheerios entered the market in September 
1995 and, in nine months, generated consumer sales 
accounting for 1.2 percent of total industry dollar 
volume for our full fiscal year. Sales of Frosted 
Cheerios over this first nine months exceeded $100 
million. And what about our four established Cheerios 
varieties? They sustained a combined market share 
of more than 8 points. Adding in Frosted Cheerios , 
total 1996 dollar share for the market's No. 1 
brand franchise grew to exceed 9 percent. 
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Our Betty -American 
consumers have trusted Betty 
Crocker for three-quarters of 
a century, and their affection 
for her was never more appar¬ 
ent than during the celebration 
of Betty's 75th Anniversary 
in 1996. Thousands of women 
entered the "Spirit of Betty 
Crocker" contest, with the 
75 winners serving collectively 
as the inspiration for a new Betty Crocker portrait 
that captured imaginations and media interest from 
coast to coast. Promotional programs built around 
her anniversary generated strong merchandising and 
incremental volume for Betty Crocker branded prod¬ 
ucts. Our plans for extending the reach of this power¬ 
ful equity include Betty's first trip to the cereal aisle. 
New Betty Crocker Dutch 
and Cinnamon Streusel 
cereals combine baked 
goods taste with cereal 
grain nutrition, and 
will begin arriving on 
grocers' shelves 
in September 1996. 


Apple 




Food Away from Home -General M ills' foodservice 
operations extend the reach of our brands to schools, 
airlines, hospitals and a host of other foodservice out¬ 
lets. In 1996, we strengthened our No. 2 position in 
cereals and sustained our leadership position in bak¬ 
ing mixes. Foodservice snack volume rose 16 percent, 
driven by a growing fruit snack business in schools. 
Yoplait-Colombo foodservice 
operations are being integrated 
with these businesses in 1997 
and should add to our 
momentum. 
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A Winning Line-up -Big G leveraged the unique 
power of its oldest brand in 1996 by restaging 
two existing wheat flake cereals as extensions of 
the Wheaties line. Honey Frosted Wheaties and 
Crispy Wheaties 'n Raisins entered stores during 
professional football's playoff season, with strong 
marketing support that capitalized on Wheaties' 
sports heritage. Merchandising that featured the 
entire Wheaties line more than doubled market share 
for the two restaged cereals in the second half of the 
year to 1.1 points. That success wasn't at the expense 
of original Wheaties- the "Breakfast of Champions" 
sustained its share of over 1 percent to remain one 
of the industry's biggest brands. 











romotional Power -Innovative pro¬ 
motions play a key role in our mar¬ 
keting mix, stimulating high-impact 
trade merchandising activity and 
heightened consumer interest. In 
1996 well-targeted merchandising 
events, like the snack division's 
Back-to-School stock-up sale, made 
strong contributions to our unit volume growth. So 
did a number of popular consumer offers, like our 
pre-holiday partnership with Disney to offer savings 
on the home video release of "The Santa Clause." 
1997 promotional plans feature a full year's line-up 
of promising events.These include programs centered 
on Disney's home video release of "Toy Story" this 
holiday season, as well as a fall partnership with Fox 
Sports and the National Football League. Our new 
sales organization aligns 
us even more closely with 
our trade customers, and 
strengthens our ability to 
fully leverage the power of 
these promotional initiatives. 
For example, Pam Chapman 
(left) is business team leader 
for a national sales team 
dedicated to SUPERVALU 
Minneapolis and Cub Foods. 
Pam's team works directly with SUPERVALU top 
management, including Dale Monson, Cub Foods 
grocery director, Minnesota region, to tailor account- 
specific merchandising and promotional plans for 
long-term business growth. 


Back to Basics-At age 65, Bisquick holds a 
commanding share of the baking mix category with 
no retirement plans in sight. A change in marketing 
tactics to increase advertising levels and remind con¬ 
sumers of Bisquick traditions like Saturday pancake 
breakfasts lifted the brand's market share to the 

_ highest level in seven 

years. Bisquick's suc¬ 
cess proves that effec¬ 
tive marketing focused 
behind a brand's 
unique strength can 
have powerful results. 



Marketing & 
Merchandising 






Innovations 


An Opportunity of Olympic 

Proportions-General Mills'role as 
an official sponsor of the 1996 U.S 
Olympic Team and 1996 Olympic Games gave us a 
unique opportunity to support our country's top ath¬ 
letes. It also sparked a wealth of innovative marketing 
and merchandising initiatives during the spring and 
summer. Exciting trade merchandising events stimu¬ 
lated incremental volume gains across the company's 
business units. So did limited-edition products like 
Team USA Cheerios and Team USA SuperMoist cake 
and Creamy Deluxe frosting, and innovative consumer 
promotions ranging from the collectible Olympic 
medallions packed in Big G cereals to the instant 
win sweepstakes on packages of Yoplait yogurt and 
Gold Medal flour. Collectors'edition packages of 
Wheaties cereal featuring new Olympians arrived 
on grocers' shelves immediately following the Games, 
extending the excitement of this championship 
promotional event. 
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Steady, ongoing cost reduction 


has been an impor¬ 


tant factor in General Mills'earnings growth in recent 
years. Our average cost to manufacture and distribute 
a case of product is 3 percent lower today than five 
years ago, despite the increases in ingredient, pack¬ 
aging and other costs experienced over that period. 

We expect continued productivity gains to help 
cover cost increases and improve margins through the 
year 2000. Our actions in 1995 to eliminate the least- 
efficient 10 percent of our capacity represent annual 
after-tax savings of $20 million. Added productivity 
will come as volume grows and we increase utilization 
of the highly efficient systems that remain. Increasing 
supply chain efficiency will be another key source of 
productivity. We're working to consolidate purchases 
of standard items and to buy some materials in part¬ 
nership with other companies, practices that offer 
benefits for us and our suppliers alike. Initiatives 
ranging from electronic ordering and invoicing to 
centralized deployment of product shipments are 
helping to lower inventory levels industrywide. For us, 
the combination of supply chain initiatives, our own 
shift to efficient promotion, and selective pruning of 
our least productive flavors and package sizes helped 
reduce our finished product inventories (measured 
in average days supply) by 22 percent in 1996- 
while simultaneously improving our working capital 
turnover and boosting customer service levels to 
an all-time high. Strong performance to be sure, 
but we see plenty of opportunities for further 
productivity gains still ahead of us. 



Our average cost per case is lower today than five years ago, and 
our goal is to hold that cost through the end of the decade with 
continued productivity initiatives companywide. Cathy Ruehl, 
manager, continuous replenishment, Customer Service Center, 
and Bill Messmer, sales service manager, Distribution, are part 
of a team managing centralized inventory replenishment and 
deployment for several of our largest trade customers.This 
emerging practice helps reduce overall inventory levels and 
lead times for customer orders. 
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we made a commitment to 


expand our businesses internationally, both on our 
own and through strategic alliances with complemen¬ 
tary partners.To build an international cereal busi¬ 
ness, we formed Cereal Partners Worldwide (CPW) 
with Nestle. We merged our three European snack 
food companies with three PepsiCo businesses to 
create continental Europe's largest snack company, 
Snack Ventures Europe (SVE). And we joined with 
CPC International to form International Dessert 
Partners (IDP) in Latin America. 

In just six years, sales for our 100-percent owned 
international operations and our proportionate share 
of joint venture sales more than doubled to nearly 
$1 billion. Invested capital more than tripled over 
this period as we supported rapid new market expan¬ 
sion, including CPW's strategic acquisition of cereal 
businesses in the United Kingdom and Poland. As 
a result of CPW's market development costs, inter¬ 
national earnings remained relatively unchanged. 

In 1997, we expect to achieve good growth in 
international sales and earnings despite strong intro¬ 
ductory market spending for International Dessert 
Partners. Beginning in 1998, we expect earnings 
progress to accelerate, with international operations 
contributing 20 percent of our anticipated profit 
growth between now and the year 2000. 



10-Year Avg. Growth = 15% 


We expect our international businesses to make increasing 
contributions to our growth going forward. Our plans call for 
international sales to reach $1.6 billion by the year 2000. 

As CPW moves to profitability, international earnings are 
expected to grow about three times faster than sales and 
contribute 10 percent of total year 2000 profits. 



INTERNATIONAL OPERATIONS 


In Millions 

90 

91 

92 

93 

94 

95 

96 

Sales 

$410 

$557 

$641 

$670 

$690 

$821 

$966 

Earnings after Taxes 15 

14 

8 

4 

11 

10 

16 

Invested Capital 

103 

180 

228 

253 

280 

335 

337 


Includes export operations and proportionate share of joint venture revenues 



Consumers in Argentina, 
Mexico, Colombia and 
Brazil are the first to taste 
International Dessert Partne 
tempting product line. 














































Cereal Partners Worldwide now competes in 60 
countries, and continues to demonstrate strong 
growth toward its year 2000 goals of $1 billion in 
sales and a strong No. 2 position in the cereal mar¬ 
ket outside North America. Sales in 1996 reached 
$610 million and unit volume grew by more than 
20 percent for the fourth consecutive year. CPW's 
four initial markets reached profitability in calendar 
1994, and recent share levels in three of those mar¬ 
kets exceeded 20 percent. To sustain this momen¬ 
tum, CPW is focused on building share levels for 
established brands and introducing distinctive new 
cereals. Recent new products introduced in various 
European markets include Kix, a sweetened corn 
puff cereal; Fitness, targeted at health-conscious 
women; and Sporties, aimed at active young adults. 


CPW PROGRESS 

Cal. 95 Cal. 95 Cumulative 

Market Year Market Share 
Major Market Growth Entered Share Gain 


United Kingdom* 2% 
France* 5 

Spain* 12 

Portugal* 19 

Italy 24 

Mexico 5 

Germany 7 

Chile 37 

Poland 45 


91 

18% 

+5 pts. 

91 

17 

+6 

91 

12 

+4 

91 

42 

+4 

92 

12 

+12 

92 

14 

+ 14 

93 

8 

+8 

94 

55 

-2 

95 

82 

NA 


Snack Ventures Europe, our snacks joint venture 
with PepsiCo, competes in 11 countries throughout 
continental Europe, including the eastern European 
markets of Russia, Estonia, Hungary and Slovakia 
that SVE entered this past year. Sales reached 
nearly $990 million in 1996, unit volume grew 
11 percent, and profits also grew at a double-digit 
rate despite the heavy investment levels required for 
new market expansion. To drive continued growth in 
its established markets, SVE will expand its product 
line with new snacks and 
well-known U.S. brands like 
Doritos and Lay's. Long¬ 
term growth plans call for 
further new market expan¬ 
sion, including the 
possibility 
of acquiring 
existing snack 
businesses. 


General Mills has been 
in Canada since the 1950s, 
marketing a wide range 
of our packaged food 
products. In 1996, unit 
volume in Canada grew 
10 percent and market 
shares were even or up 
in every major product cat¬ 
egory. Good performance from 
established brands and new products like Canada's 
own Maple Nut Oatmeal Crisp cereal, together with 
the April 1996 launch of Frosted Cheerios, should 
help sustain growth momentum in the Canadian 
market. Our international business development, 
licensing and export activities reach 90 markets 
worldwide. Growth plans for these businesses 
include expanding our leadership position in 
the marketing of snack pellets used to produce 
Bugles and a variety of other snack forms. 


* Original markets 










INCREASING 



are enhanced by our 
increasing free cash flow. During the early '90s, the com¬ 
pany's cash flow from operations after dividends and capital 
investment needs was consistently negative. One reason for 
this was the cash required by our former restaurant oper¬ 
ations, which were expanding at a rate of 80 to 100 new 
units per year. The other factor was peak investment spend- 


Free Cash Flow (dollars in millions) 










-89 

-87 




-191 



-171 


-303 






91 

92 

93 

94 

95 

96 


Net cash from operations less dividends, fixed 
asset Investment and joint venture funding 


ing for domestic manufacturing capacity, including two 
new cereal plants, and for our international joint ventures. 

The new General Mills, with no restaurants and moder¬ 
ating investment needs for fixed assets and joint venture 
development, is a generator of excess cash. Free cash flow 
in 1996 totaled $194 million, and supported renewed divi¬ 
dend growth and stock repurchase activity. Going forward, 
we expect to generate earnings growth that will drive 
increasing free cash flow.This cash will be available to 
support continued dividend growth, although at a rate 
slower than earnings growth until we get back to our 
targeted 50 to 60 percent payout range. We also expect 
to support investments in new business initiatives, both 
at home and abroad, that fit our strengths and meet our 
return criteria. And we will continue to buy back shares, 
with a goal over time to cover exercise of existing stock 
options and further reduce shares outstanding by 1 to 
2 percent annually. In total, we expect investment of 
our free cash flow to add 2 percentage points to the 
company's long-term earnings per share growth rate. 
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Management’s Discussion 

OF RESULTS OF OPERATIONS & FINANCIA. CONDITION 


General Mills 7 overriding financial objective is to deliver per¬ 
formance that ranks us within the top decile of American public 
companies measured by the combination of earnings per share 
growth and return on capital. Key strategic and operating 
actions taken in 1995 sharpened the company's focus on its best 
growth and return opportunities in consumer foods. Performance 
in 1996 reflected this strengthened focus, as General Mills 
achieved broad-based growth and record financial results. 

The company expects to record continued earnings growth 
in 1997, driven by the good momentum visible in our domestic 
non-cereal businesses and international operations. However, the 
rate of growth will be moderated by recent pricing actions in the 
U.S. ready-to-eat cereal market. During the spring and summer 
of 1996, the industry's major participants announced various 
actions to reduce prices and promotional spending. Actions 
taken by Big G will reduce its fiscal 1997 sales by about 4 per¬ 
cent, or $100 million. We expect planned reductions in mar¬ 
keting spending and continued productivity increases to offset 
about one-half of this 1997 impact. We further expect continued 
cereal unit-volume growth to offset a portion of the remainder. 
Nonetheless, this short-term impact will likely cause Big G's 
earnings in 1997 to be relatively unchanged from the prior 
year, and cause General Mills' overall earnings per share growth 
to fall below our long-term goal of 12 percent. The company 
believes prospects for meeting its long-term goals of superior 
growth and returns beyond 1997 remain excellent. 

Results of Operations in 1996 vs. 1995 

For the year ended May 26, 1996, earnings totaled $476.4 mil¬ 
lion, or $3.00 per share. This represented a 28 percent increase 
from the $371.3 million, or $2.35 per share, earned by contin¬ 
uing operations before restructuring charges in the preceding 
year. Consumer Foods restructuring charges in 1995 totaled 
$111.6 million, or 71 cents per share, and related primarily 
to elimination of the company's least-efficient manufacturing 
capacity and realignment of the sales organization. Including 
these charges, 1995 earnings for continuing operations totaled 
$259.7 million, or $1.64 per share. Reported sales for fiscal 
1996 increased 8 percent to $5.42 billion. 

General Mills'strong performance in 1996 reflected unit 
volume increases across the company's domestic food busi¬ 
nesses, continued productivity gains and accelerating inter¬ 
national performance. In the United States, unit volume grew 
7 percent to an all-time high, more than recovering volume lost 
in 1995 during the oats-related business disruption in cereals and 
the company's transition to new, efficient promotion strategies. 


Big G cereals led the company's performance. Unit volume 
rose nearly 10 percent, exceeding results of two years ago to set 
an all-time record. Volume for established cereals rose nearly 
6 percent, driven by focused product improvement efforts on 
brands including Lucky Charms and Cocoa Puffs. Big G also 
recorded strong new product volume with Frosted Cheerios , 
extensions of the Wheaties brand franchise, and the limited- 
edition Team USA Cheerios offered as part of the company's 
sponsorship of the 1996 U.S. Olympic Team. 

Betty Crocker desserts posted 5 percent volume growth dri¬ 
ven by innovative new products such as Whipped Deluxe ready- 
to-spread frostings and a broad line of Sweet Rewards reduced 
fat and fat-free dessert mixes. Volume for Helper dinner mixes 
grew 16 percent on the success of new varieties, innovative 
advertising and effective merchandising. The company's snack 
business renewed its earnings momentum in 1996 and recorded 
a 2 percent unit volume gain, with volume up 11 percent for the 
final six months of the year. This performance reflected strong 
product innovation efforts, including Sweet Rewards fat-free 
snack bars, Pop Secret Jumbo Pop microwave popcorn and 
new fruit snacks. Gold Medal flour, Yopla t and Colombo yogurts 
and Foodservice operations also achieved good volume gains. 

International operations generated 13 percent unit volume 
growth in 1996 and earnings grew more than 50 percent to 
account for 10 cents, or 3 percent, of total earnings per share. 

In Canada, food operations posted a 10 percent unit volume 
gain and good market share progress. Cereal Partners Worldwide, 
the company's joint venture with Nestle, achieved 21 percent 
volume growth with share gains in nearly every major market. 
Snack Ventures Europe, our joint venture with PepsiCo, also 
posted good volume growth driven by product line additions in 
established markets and expansion to initial markets in eastern 
Europe. Our International Dessert Partners joint venture with 
CPC International launched its first products in four Latin 
American markets late in fiscal 1996. 

Net interest expense was $101.4 million and $101.2 million 
in fiscal 1996 and 1995, respectively. The 1995 amount was 
$22.4 million higher than 1994 net interest expense of $78.8 
million, primarily due to increased working capital, higher 
interest rates and previous borrowings associated with the 
company's share repurchase program. 

The effective income tax rate in 1996, 1995 and 1994 
was 36.8%, 36.5% and 38.5%, respectively. The rate was 
lower in 1996 and 1995 due to a number of factors, including 
a lower impact from state income taxes. 
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It is management's view that changes in the rate of inflation 
have not had a significant effect on profitability from continu¬ 
ing operations over the three most recent years. Management 
attempts to minimize the effects of inflation through appropriate 
planning and operating practices. 

Adoption of SFAS No. 121, "Accounting for the Impairment 
of Long-lived Assets and for Long-lived Assets to be Disposed 
of" is required in fiscal 1997. We will calculate its impact at 
that time. Adoption of the disclosure requirements of SFAS 
No. 123, "Accounting for Stock-based Compensation/' is also 
required in fiscal 1997. This will have no impact on our financial 
condition or results of operations. 

1995 Compared with 1994 

1995 earnings for continuing operations of $371.3 million 
before restructuring charges, or $2.35 per share, were down 
13 percent from $427.1 million, or $2.69 per share earned 
before unusual items in 1994. The profit decline in 1995 reflected 
the oats-related disruption experienced by Big G cereals during 
the first quarter, as well as lower shipments of domestic snack 
products and the one-time impact of strategic trade-promotion 
changes. Sales of $5.03 billion in fiscal 1995 were 6 percent 
lower than 1994. Foodservice, yogurt, family and bakery flour 
operations, and dinner mixes each recorded volume gains, 
but total domestic unit volume was down 4 percent in 1995. 
International results included volume gains of 12 percent 
in Canada, 21 percent by CPW, and 15 percent for SVE. 

Fiscal 1994 results included an unusual after-tax charge 
of $87.1 million, or 55 cents per share, to cover estimated costs 
associated with the improper use of a pesticide by an indepen¬ 
dent contractor in treating some of the company's oat supplies. 
Including restructuring and unusual charges in both years, earn¬ 
ings for continuing operations were $259.7 million, or $1.64 per 
share, in 1995, and $340.0 million, or $2.14 per share, in 1994. 

Financial Condition 

It is management's view that the most important measures 
of financial strength are the ratios of cash flow to debt and 
fixed charge coverage. The cash flow to debt ratio measures 
the amount of cash that the company generates each year as 
a percentage of its total debt. The fixed charge coverage ratio 
measures the number of times each year that the company earns 
enough to cover its fixed charges. Our targets are 40 to 45 per¬ 
cent cash flow to debt, and fixed charge coverage of at least 
6 times. Fiscal 1996 performance, with 49 percent cash flow to 
debt and 6.9 times fixed charge coverage, exceeded those targets 
and represented a strengthening of the company's financial posi¬ 
tion from the point when restaurant operations were spun off at 
the end of fiscal 1995. General Mills' balance sheet reflects the 
impact of that spin-off, which reduced stockholders' equity in 


1995 by approximately $1.2 billion. Strong cash flow from 
operations enabled the company to increase shareholders'equity 
by $167 million and reduce total long-term debt by nearly $200 mil¬ 
lion during 1996. 

The composition of the company's capital structure is shown 
in the accompanying table: 


Capital Structure 


In Millions 

May 26,1996 

May 28, 1995 

Notes payable 

$ 141.6 

$ 112.9 

Current portion of long-term debt 

75.4 

93.7 

Long-term debt 

1,220.9 

1,400.9 

Deferred income taxes - tax leases 

157.5 

169.1 

Total debt 

1,595.4 

1,776.6 

Debt adjustments: 



Leases - debt equivalent 

159.4 

165.0 

Marketable investments, at cost 

(171.8) 

(169.2) 

Adjusted debt 

1,583.0 

1,772.4 

Stockholders' equity 

307.7 

141.0 

Total capital 

$1,890.7 

$1,913.4 


The company intends to manage its businesses and financial 
ratios so as to maintain a strong "A" bond rating, which allows 
access to financing at reasonable costs. Currently, General Mills' 
publicly issued long-term debt carries "A2" (Moody's Investors 
Services, Inc.) and "A+" (Standard & Poor's Corporation) 
ratings. Our commercial paper has ratings of "P-1" (Moody's) 
and "A-l" (Standard & Poor's) in the United States and 
"R-l (middle)" in Canada from Dominion Bond Rating Service. 

We selectively use derivatives to hedge financial risks, pri¬ 
marily interest rate volatility and foreign currency fluctuations. 
The derivatives are generally treated as hedges for accounting 
purposes. We manage our debt structure through both issuance 
of fixed and floating-rate debt, and the use of derivatives. The 
debt equivalent of our leases and deferred income taxes related 
to tax leases are both fixed-rate obligations. The accompanying 
table, when reviewed in conjunction with the capital structure 
table, shows the composition of our debt structure including 
the impact of derivatives. 

Debt Structure 


Dollars in Millions May 26,19% May 28,1995 


Floating-rate debt 

$ 280.3 

18% 

$ 347.9 

20% 

Fixed-rate debt 

985.8 

62 

1,090.4 

61 

Leases - debt equivalent 

Deferred income taxes - 

159.4 

10 

165.0 

9 

tax leases 

157.5 

10 

169.1 

10 

Total debt 

$1,583.0 

100% 

$1,772.4 

100% 
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Commercial paper is a continuing source of short-term 
financing. Bank credit lines are maintained to ensure availability 
of short-term funds on an as-needed basis. As of May 26, 1996, 
we had fee-paid credit lines of $350 million. 

Our shelf registration statements permit issuance of up to 
$562.1 million net proceeds in unsecured debt securities.The 
shelf registration authorizes a medium-term note program that 
provides additional flexibility in accessing the debt markets. 

Sources and uses of cash in the past three fiscal years 
are shown in the accompanying table: 


Cash Sources (Uses) 


In Millions 

1996 

1995 

1994 

From continuing operations 

$ 676.4 

$ 457.4 

$561.3 

From discontinued operations 

(16.6) 

210.1 

259.3 

Fixed assets and other 
investments, net-continuing 

(173.9) 

(231.6) 

(395.8) 

Change in marketable securities 

.9 

27.4 

(50.1) 

Proceeds from disposition of 
businesses 


188.3 


Investment activities, 
net - discontinued operations 


(357.5) 

(336.3) 

Increase (decrease) in 

outstanding debt-net 

(164.8) 

(312.6) 

287.7 

Financing activities - discontinued 
operations 


347.9 


Common stock issued 

38.0 

24.3 

13.3 

Treasury stock purchases 

(35.6) 

(57.7) 

(145.7) 

Dividends paid 

(303.6) 

(297.2) 

(299.4) 

Other 

(13.2) 

(13.6) 

(4.2) 

Increase (decrease) in cash 

and cash equivalents 

$ 7.6 

$ (14.8) 

$(109.9) 


Continuing operations generated $219.0 million more cash 
in 1996 than in 1995 primarily due to higher earnings and a 
decreased impact from the change in working capital. Capital 
investment for fixed assets and joint venture development 
totaled $174 million in 1996, compared to $208 million in 
1995. For fiscal 1997 through 1999, we expect our capital 
investment needs (including development spending for our 
international joint ventures) to average about $225 million 
annually. If we meet our earnings growth expectations, cash flow 
from operations after capital investments should increase and 
would be available to support growth initiatives including new 
business development, dividend increases and stock repurchases. 
During the first two months of 1997, we repurchased 1.9 million 
shares for $103.4 million. 

Proceeds from disposition of businesses of $188.3 million 
in 1995 include the sale of Gorton's and certain Latin American 
operations. Prior to the spin-off at the end of fiscal 1995, the 
restaurant operations initiated their own borrowings and the 
funds were used to reduce General Mills' notes payable. 


Report of Management Responsibilities 

The management of General Mills, Inc. is responsible for the 
fairness and accuracy of the consolidated financial statements. 
The consolidated financial statements have been prepared 
in accordance with generally accepted accounting principles, 
using management's best estimates and judgments where 
appropriate.The financial information throughout this report 
is consistent with our consolidated financial statements. 

Management has established a system of internal controls 
that provides reasonable assurance that assets are adequately 
safeguarded, and transactions are recorded accurately, 
in all material respects, in accordance with management's 
authorization. We maintain a strong audit program that 
independently evaluates the adequacy anc effectiveness of 
internal controls. Our internal controls provide for appropriate 
separation of duties and responsibilities, and there are docu¬ 
mented policies regarding utilization of company assets and 
proper financial reporting.These formally stated and regularly 
communicated policies demand highly ethical conduct from 
all employees. 

The Audit Committee of the Board of Directors meets 
regularly to determine that management, nternal auditors 
and independent auditors are properly discharging their duties 
regarding internal control and financial reporting. The indepen 
dent auditors, internal auditors and employees have full and 
free access to the Audit Committee at any time. 

KPMG Peat Marwick LLP, independent certified public 
accountants, is retained to audit the consolidated financial 
statements. The auditors' report follows. 



S. W. Sanger 

Chairman of the Board and Chief Executive Officer 

C. W. Gaillard R. G. Viault 

President Vice Chairman 
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Reports 


OF THE AUDIT COMMITTEE AND INDEPENDENT AUDITORS 


Report of the Audit Committee 

The Audit Committee of the Board of Directors is composed 
of six outside directors. Its primary function is to oversee 
the Company's system of internal controls, financial reporting 
practices and audits to ensure that their quality, integrity 
and objectivity are sufficient to protect stockholder interests. 

The Audit Committee met twice during fiscal 1996 to 
review the overall audit scope, plans and results of the internal 
auditors and independent auditors, the Company's internal 
controls, emerging accounting issues, officer and director 
expenses, audit fees, goodwill and other intangible values, and 
the audits of the pension plans. The Committee also met sepa¬ 
rately without management present and with the independent 
auditors to discuss the audit. Subsequent to the end of fiscal 
1996, an additional meeting was held to review the results of 
the audit. The Committee also reviewed the company's annual 
financial statements and, acting with other Board members, 
approved them before issuance. Audit Committee meeting 
results were reported to the full Board of Directors.The 
Audit Committee recommended to the Board that KPMG 
Peat Marwick LLP be reappointed for fiscal 1997, sub¬ 
ject to the approval of stockholders at the annual meeting. 

The Audit Committee is satisfied that the internal control 
system is adequate and that the stockholders of General 
Mills are protected by appropriate accounting and auditing 
procedures. 

M.D. Rose 

Chairman, Audit Committee 


Independent Auditors’ Report 

The Stockholders and the Board of Directors 
of General Mills, Inc.: 

We have audited the accompanying consolidated balance 
sheets of General Mills, Inc. and subsidiaries as of May 26, 
1996 and May 28, 1995, and the related consolidated state¬ 
ments of earnings and cash flows for each of the fiscal years in 
the three-year period ended May 26,1996. These consolidated 
financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on 
these consolidated financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
financial position of General Mills, Inc. and subsidiaries as 
of May 26, 1996 and May 28, 1995, and the results of their 
operations and their cash flows for each of the fiscal years in 
the three-year period ended May 26, 1996 in conformity with 
generally accepted accounting principles. 

As discussed in notes five, fourteen and sixteen, respectively, 
to the consolidated financial statements, the Company adopted 
the provisions of the Financial Accounting Standards Board's 
Statement No. 115, Accounting for Certain Investments in 
Debt and Equity Securities, in fiscal 1995, and Statements 
No. 112, Employers'Accounting for Postemployment Benefits, 
and No. 109, Accounting for Income Taxes, in fiscal 1994. 

ICPMG- ^ P 

Minneapolis, Minnesota 
June 26, 1996 
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CONSOLIDATED STATEMENTS OF 


Earnings 


Fiscal Year Ended 


In Millions, Except per Share Data 

May 26,19% 

May 28, 1995 

May 29, 1994 

Continuing Operations: 




Sales 

$5,416.0 

$5,026.7 

$5,327.2 

Costs and Expenses: 




Cost of sales 

2,241.0 

2,123.0 

2,012.5 

Selling, general and administrative 

2,128.3 

2,008.3 

2,350.5 

Depreciation and amortization 

186.7 

191.4 

173.8 

Interest, net 

101.4 

101.2 

78.8 

Unusual items 

- 

183.2 

146.9 

Total Costs and Expenses 

4,657.4 

4,607.1 

4,762.5 

Earnings from Continuing Operations before Taxes 




and Earnings (Losses) of Joint Ventures 

758.6 

419.6 

564.7 

Income Taxes 

279.4 

153.3 

217.4 

Earnings (Losses) from Joint Ventures 

(2.8) 

(6.6) 

(7.3) 

Earnings from Continuing Operations 

476.4 

259.7 

340.0 

Discontinued Operations after Taxes 

- 

107.7 

133.4 

Cumulative Effect to May 31,1993 




of Continuing Operations Accounting Changes 

- 

- 

(3.5) 

Net Earnings 

$ 476.4 

$ 367.4 

$ 469.9 

Earnings per Share: 




Continuing operations 

$ 3.00 

$ 1.64 

$ 2.14 

Discontinued operations 

- 

.69 

.83 

Cumulative effect of accounting changes 

- 

- 

(.02) 

Net Earnings per Share 

$ 3.00 

$ 2.33 

$ 2.95 

Average Number of Common Shares 

158.9 

158.0 

159.1 


See accompanying notes to consolidated financial statements. 
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CONSOL I DATED 


Balance Sheets 


In Millions 

May 26,1996 

May 28,1995 

Assets 



Current Assets: 



Cash and cash equivalents 

$ 20.6 

$ 13.0 

Receivables, less allowance for doubtful accounts of $4.1 in both 1996 and 1995 

337.8 

277.3 

Inventories 

395.5 

372.0 

Prepaid expenses and other current assets 

132.6 

80.8 

Deferred income taxes 

108.6 

153.8 

Total Current Assets 

995.1 

896.9 

Land, Buildings and Equipment, at cost 

1,312.4 

1,456.6 

Other Assets 

987.2 

1,004.7 

Total Assets 

$3,294.7 

$3,358.2 

Liabilities and Equity 



Current Liabilities: 



Accounts payable 

$ 590.7 

$ 494.0 

Current portion of long-term debt 

75.4 

93.7 

Notes payable 

141.6 

112.9 

Accrued taxes 

124.3 

108.8 

Accrued payroll 

124.7 

118.2 

Other current liabilities 

135.2 

293.3 

Total Current Liabilities 

1,191.9 

1,220.9 

Long-term Debt 

1,220.9 

1,400.9 

Deferred Income Taxes 

250.0 

248.6 

Deferred Income Taxes - Tax Leases 

157.5 

169.1 

Other Liabilities 

166.7 

177.7 

Total Liabilities 

2,987.0 

3,217.2 

Stockholders' Equity: 



Cumulative preference stock, none issued 

- 

- 

Common stock, 204.2 shares issued 

384.3 

379.5 

Retained earnings 

1,408.6 

1,233.3 

Less common stock in treasury, at cost, shares of 45.2 in 1996 and 46.3 in 1995 

(1,367.4) 

(1,372.1) 

Unearned compensation and other 

(61.2) 

(57.9) 

Cumulative foreign currency adjustment 

(56.6) 

(41.8) 

Total Stockholders' Equity 

307.7 

141.0 

Total Liabilities and Equity 

$3,294.7 

$3,358.2 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF 


Cash Flows 


Fiscal Year Endec 


In Millions 


May 26,1996 

May 28, 1995 

May 29, 1994 

Cash Flows - Operating Activities: 





Earnings from continuing operations 


$ 476.4 

$ 259.7 

$ 336.5 

Adjustments to reconcile earnings to cash flow: 





Depreciation and amortization 


186.7 

191.4 

173.8 

Deferred income taxes 


42.4 

59.0 

(34.0) 

Change in current assets and liabilities, net of effects 





from business acquired 


(25.9) 

(227.8) 

(79.1) 

Unusual expenses 


- 

183.2 

146.9 

Other, net 


(3.2) 

(8.1) 

17.2 

Cash provided by continuing operations 


676.4 

457.4 

561.3 

Cash provided (used) by discontinued operations 


(16.6) 

210.1 

259.3 

Net Cash Provided by Operating Activities 


659.8 

667.5 

820.6 

Cash Flows - Investment Activities: 





Purchases of land, buildings and equipment 


(128.8) 

(156.5) 

(212.5) 

Investments in businesses, intangibles and affiliates, net of dividends 


(40.0) 

(48.8) 

(140.7) 

Purchases of marketable securities 


(21.6) 

(21.7) 

(83.8) 

Proceeds from sale of marketable securities 


22.5 

49.1 

33.7 

Proceeds from disposal of land, buildings and equipment 


6.2 

1.2 

3.3 

Proceeds from disposition of businesses 


- 

188.3 

- 

Other, net 


(11.3) 

(27.5) 

(45.9) 

Discontinued operations investment activities, net 


- 

(357.5) 

(336.3) 

Net Cash Used by Investment Activities 


(173.0) 

(373.4) 

(782.2) 

Cash Flows - Financing Activities: 

Increase (decrease) in notes payable 


(42.4) 

(330.4) 

93.2 

Issuance of long-term debt 


42.3 

135.0 

273.6 

Payment of long-term debt 


(164.7) 

(117.2) 

(79.1) 

Common stock issued 


38.0 

24.3 

13.3 

Purchases of common stock for treasury 


(35.6) 

(57.7) 

(145.7) 

Dividends paid 


(303.6) 

(297.2) 

(299.4) 

Other, net 


(13.2) 

(13.6) 

(4.2) 

Discontinued operations financing activities 


- 

347.9 

- 

Net Cash Used by Financing Activities 


(479.2) 

(308.9) 

(148.3) 

Increase (Decrease) in Cash and Cash Equivalents 


7.6 

(14.8) 

(109.9) 

Cash and Cash Equivalents - Beginning of Year 


13.0 

27.8 

137.7 

Cash and Cash Equivalents - End of Year 


$ 20.6 

$ 13.0 

$ 27.8 

Cash Flow from Changes in Current Assets and Liabilities: 

Receivables 


$ (59.5) 

$ (11.9) 

$ (11.5) 

Inventories 


(23.7) 

(52.7) 

(76.1) 

Prepaid expenses and other current assets 


(6.3) 

(11.9) 

(22.2) 

Accounts payable 


93.2 

(18.1) 

(5.7) 

Other current liabilities 


(29.6) 

(133.2) 

36.4 

Change in Current Assets and Liabilities 


$ (25.9) 

$(227.8) 

$ (79.1) 


See accompanying notes to consolidated financial statements. 
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Notes 


TO CONSOLIDATED FINANCIAL STATEMENTS 


Summary of Significant Accounting Policies 

The preparation of the Consolidated Financial 
Statements in conformity with generally accepted 
accounting principles requires management to make estimates 
and assumptions that affect reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at 
the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 

Certain prior-year amounts have been reclassified to 
conform to the 1996 presentation. 

A. Principles of Consolidation. The consolidated financial 
statements include the following domestic and foreign oper¬ 
ations: parent company and 100% owned subsidiaries, and 
General Mills' investment in and share of net earnings or 
losses of 20-50% owned companies. 

Our fiscal year ends on the last Sunday in May. Years 1996, 
1995 and 1994 each consisted of 52 weeks. 

B. Land , Buildings , Equipment and Depreciation. Buildings 
and equipment are depreciated over estimated useful lives 
ranging from three to 50 years, primarily using the straight- 
line method. Accelerated depreciation methods are generally 
used for income tax purposes. 

When an item is sold or retired, the accounts are relieved 
of its cost and related accumulated depreciation; the resulting 
gains and losses, if any, are recognized. 

C. Inventories. Inventories are valued at the lower of cost 
or market. Certain domestic inventories are valued using the 
LIFO method, while other inventories are generally valued 
using the FIFO method. 

D. Intangible Assets. Goodwill represents the difference 
between purchase prices of acquired companies and the related 
fair values of net assets acquired and accounted for by the 
purchase method of accounting. Goodwill is amortized on 

a straight-line basis over 40 years or less. 

Intangible assets include an amount that offsets a mini¬ 
mum liability recorded for a pension plan with assets less than 
accumulated benefits as required by Financial Accounting 
Standard No. 87. 

The costs of patents, copyrights and other intangible assets 
are amortized evenly over their estimated useful lives. 

The Audit Committee of the Board of Directors annually 
reviews goodwill and other intangibles. At its meeting on 
April 22, 1996, the Board of Directors affirmed that the 
remaining amounts of these assets have continuing value. 


E. Research and Development. All expenditures for research 
and development are charged against earnings in the year 
incurred.The charges for 1996, 1995 and 1994 were 
$60.1 million, $59.8 million and $59.1 million, respectively. 

F. Earnings per Share. Earnings per share has been deter¬ 
mined by dividing the appropriate earnings by the weighted 
average number of common shares outstanding during the 
year. Common share equivalents were not material. 

G. Foreign Currency Translation. For most foreign opera¬ 
tions, local currencies are considered the functional currency. 
Assets and liabilities are translated using the exchange rates 
in effect at the balance sheet date. Results of operations are 
translated using the average exchange rates prevailing through¬ 
out the period.Translation effects are accumulated in the 
foreign currency adjustment in stockholders' equity. 

H. Statements of Cash Flows. For purposes of the statement 
of cash flows, we consider all investments purchased with 

a maturity of three months or less to be cash equivalents. 

I. Segment Information. We operate exclusively in the 
consumer foods industry. On May 28, 1995 we spun off 
our restaurants segment. See note two. 

J. Advertising Costs. Advertising expense (including produc¬ 
tion and communication costs) for fiscal 1996,1995 and 
1994 was $319.7, $323.7 and $292.1 million, respectively. 
Prepaid advertising costs (including syndication properties) 
of $24.2 and $33.1 million were reported as assets at May 
26,1996 and May 28,1995, respectively. We expense the 
production costs of advertising the first time the advertising 
takes place. 

K. Stock-based Compensation. We use the "intrinsic value- 
based method" for measuring the cost of compensation paid 
in company stock. This method defines our cost as the excess 
of the stock's market value at the time of the grant over the 
amount that the employee is required to pay. Our policy for 
stock options is to set the employee's payment at market 
value, as of the date of the grant. 

L. New Accounting Rules. In March 1995, the Financial 
Accounting Standards Board (FASB) issued Statement of 
Financial Accounting Standards (SFAS) No. 121, "Accounting 
for the Impairment of Long-Lived Assets and for Long-Lived 
Assets to be Disposed Of." This new standard requires that long- 
lived assets be reviewed for impairment whenever the carrying 
amount of those assets may not be recoverable. The recoverabil¬ 
ity is based on the estimated future cash flows resulting from 
the use of the asset. Adoption of SFAS No. 121 is required in 
our fiscal 1997. We will calculate its impact at that time. 
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In October 1995, the FASB issued SFAS No. 123, "Accounting 
for Stock-based Compensation." This new standard allows either 
a fair-value based method or an intrinsic value-based method of 
accounting for stock-based compensation plans. Adoption of the 
disclosure requirements of SFAS No. 123 is required in our fiscal 
1997. We will adopt the disclosure provisions of SFAS No. 123 
and retain the intrinsic value-based method described above. 
Therefore, there will be no impact on our financial condition 
or results of operations from the adoption of SFAS No. 123. 

2 Discontinued Operations 

As of May 28, 1995, General Mills distributed to share¬ 
holders the common stock of Darden Restaurants, Inc. 
(Darden). General Mills'shareholders received one share of 
Darden for each share of General Mills common stock owned 
as of the close of business on May 15, 1995. This distribution 
reduced Stockholders' Equity by $1,218.7 million. Our former 
restaurant operations included in Darden are presented as a 
part of Discontinued Operations for all periods presented. 

On May 18, 1995, we sold our Gorton's frozen and canned 
seafood business to Unilever United States, Inc. Gorton's is also 
included in Discontinued Operations for all periods presented. 

The results of the discontinued operations in fiscal 1995 
and 1994 are summarized as follows: 


Fiscal Year 


In Millions 

1995 

1994 

Total net sales 

$3,366.9 

$3,189.7 

Pretax earnings 

$ 80.0 

$ 205.2 

Income taxes 

17.9 

75.5 

Net earnings - operations 

62.1 

129.7 

Accounting changes 

- 

3.7 

Spin-off costs and other 

(7.7) 

- 

Gorton's sale and Red Lobster 

Japan joint venture termination 

53.3 

_ 

Discontinued operations, net 

$ 107.7 

$ 133.4 


Unusual Items 

In 1995, we recorded restructuring charges of $183.2 
million pretax, $111.6 million after tax ($.71 per share) 
primarily related to shutting down and scaling back production 
systems at four food manufacturing locations and realignment 
of the sales organization. The charges included approximately 
$139 million in non-cash charges primarily related to asset 
write-offs and approximately $44 million of cash charges, pri¬ 
marily related to disposal of assets and severance costs. These 
restructuring activities were substantially completed in fiscal 
1996 and there has been no adjustment to the original reserve. 
There is a remaining reserve of $27.3 million. 


In 1994, we recorded a charge of $14o 9 million pretax, 
$87.1 million after tax ($.55 per share) to cover estimated 
costs associated with the actions of an independent licensed 
contractor who used an unapproved pesticide in treating some 
of our oat supplies, a portion of which was used in production. 
While the substitution presented no consumer health or safety 
issues, the pesticide had not been registered for use on oats and 
thus its application represented an FDA regulatory violation. 

The charge included estimated costs associated with the dis¬ 
position of finished oat products and oats inventory and other 
related expenses, as well as the settlement costs of several con¬ 
sumer class action lawsuits. Most of these costs were incurred 
in fiscal 1995 and 1996 and the original reserve has not 
required adjustment. We are in litigation against our insurers 
to recover costs associated with this matter. 

Investments in Joint Ventures 

We are involved in three joint ventures. We have a 50% 
equity interest in Cereal Partners Worldwide (CPW), our 
joint venture with Nestle, S.A., which manufactures and markets 
breakfast cereals outside North America. We have a 40.5% 
equity interest in Snack Ventures Europe SVE), our joint ven¬ 
ture with PepsiCo, Inc., which manufactures and markets snack 
foods in continental Europe. We have a 50% equity interest in 
International Dessert Partners (IDP), our joint venture with 
CPC International Inc., which manufactures and markets 
baking mixes and desserts in Latin America. 

The joint ventures are reflected in the financial statements 
on an equity accounting basis. We record our share of the earn¬ 
ings (or losses) of these joint ventures. (The table that follows 
in this footnote reflects the joint ventures on a 100% basis.) 

We also receive royalty income from these joint ventures, incur 
various expenses (primarily research and development), and 
record the tax impact of certain of the joint venture operations 
that are structured as partnerships. Including all these factors, 
the effect on our net income related to the joint ventures was 
a charge of $2.8 million, $6.6 million and $7.3 million in fiscal 
1996, 1995 and 1994, respectively. 

Our cumulative investment in these joint ventures (including 
our share of earnings and losses) was $229.8 million, $228.8 
million and $180.1 million at the end of fiscal years 1996, 1995 
and 1994, respectively. We made aggregate investments in the 
joint ventures of $45.3 million, $51.6 million and $53.0 million 
in fiscal years 1996, 1995 and 1994, respectively. We received 
aggregate dividends from the joint ventures of $8.2 million and 
$7.3 million in fiscal years 1996 and 1995. respectively. No 
dividends were received in fiscal year 1994. 

Summary combined financial information for the joint ven¬ 
tures on a 100% basis follows. Since we record our share of 
CPW and IDP results on a two-month lag, their information 
is included in the combined information as of and for the twelve 
months ended March 31, whereas the SVE information included 
in the combined information is consistent with our May year end. 
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Combined Financial Information-Joint Ventures-100% basis 


Fiscal Year Ended 


In Millions 

May 26,1996 

May 28,1995 

May 29, 1994 

Sales 

$1,599.5 

$1,326.3 

$1,085.8 

Gross Profit 

838.1 

686.2 

578.0 

Earnings (losses) before Taxes 

12.1 

.6 

(12.1) 

Earnings (losses) after Taxes 

(13.1) 

(18.9) 

(28.4) 

In Millions 

May 26,1996 

May 28, 1995 


Current Assets 

$ 379.4 

$ 352.4 


Non-current Assets 

648.1 

608.8 


Current Liabilities 

469.8 

437.5 


Non-current Liabilities 

87.2 

103.5 



Our proportionate share of sales of the joint ventures was 
$705.7 million, $584.0 million and $476.4 million for fiscal 
years 1996,1995 and 1994, respectively. 


5 Balance Sheet Information 

The components of certain balance sheet accounts are 
as follows: 


In Millions 

May 26,1996 

May 28,1995 

Land, Buildings and Equipment: 



Land 

$ 17.8 

$ 18.5 

Buildings 

516.2 

524.9 

Equipment 

1,865.4 

1,877.5 

Construction in progress 

108.6 

191.0 

Total land, buildings and equipment 

2,508.0 

2,611.9 

Less accumulated depreciation 

(1,195.6) 

(1,155.3) 

Net land, buildings and equipment 

$1,312.4 

$1,456.6 

Other Assets: 



Prepaid pension 

$ 362.3 

$ 320.7 

Marketable securities, at market 

167.9 

214.7 

Investments in and advances to affiliates 

217.4 

214.7 

Intangible assets 

110.3 

119.9 

Miscellaneous 

129.3 

134.7 

Total other assets 

$ 987.2 

$1,004.7 


We adopted SFAS No. 115, "Accounting for Certain 
Investments in Debt and Equity Securities/' as of May 30, 
1994. Adoption of this standard had no impact on our 
Consolidated Statement of Earnings, and the Consolidated 
Balance Sheet was not materially affected. Beginning in 
fiscal 1995, available-for-sale securities, including their 
associated derivatives, are reflected at fair market value 
in the Consolidated Balance Sheet.The aggregate unrealized 
gains and losses on available-for-sale securities, net of tax 
effects, are accumulated in the "Unearned compensation 
and other" account within Stockholders' Equity. 


As of May 26,1996, a comparison of cost and market 
values of our marketable securities (all of which are debt 
securities) was as follows: 


In Millions 

Cost 

Market 

Value 

Gross 

Gain 

Gross 

Loss 

In "Other Current Assets" 

In "Other Assets" 

$ 44.2 

127.6 

$ 44.4 

167.9 

$ .2 

40.3 

$ - 

Total marketable securities 

$171.8 

$212.3 

$40.5 

$ 


Realized gains from sales of marketable securities were $3.8 
million and $.7 million in fiscal 1996 and 1995, respectively. In 
addition, realized losses from purchases of our related debt (see 
note nine) were $2.3 million and $1.6 million in fiscal 1996 and 
1995, respectively. 

Scheduled maturities of our marketable securities are 
as follows: 


In Millions 

Cost 

Market Value 

Under one year (current) 

$ 44.2 

$ 44.4 

From 1 to 3 years 

37.3 

37.3 

From 4 to 7 years 

23.6 

23.9 

Over 7 years 

66.7 

106.7 

Totals 

$171.8 

$212.3 



Inventories 

The components of inventories are as follows: 


In Millions May 26,1996 May 28,1995 


Raw materials, work in process and supplies 

$ 77.6 

$ 77.1 

Finished goods 

255.1 

282.2 

Grain 

118.5 

65.7 

Reserve for LIFO valuation method 

(55.7) 

(53.0) 

Total inventories 

$395.5 

$372.0 


At May 26, 1996 and May 28,1995, respectively, inventories 
of $209.2 million and $237.3 million were valued at LIFO. 
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7 Financial Instruments and Risk Management 

Most of our financial instruments are recorded on the 
balance sheet. A few (known as "derivatives") are off- 
balance-sheet items. Derivatives are financial instruments whose 
value is derived from one or more underlying financial instru¬ 
ments. Examples of such underlying instruments are currencies, 
equities, commodities and interest rates. The carrying amount 
and fair value of our financial instruments at the balance-sheet 
dates are as follows: 


May 26,1996 May 28, 1995 


In Millions 

Carrying 

Amount 

Fair 

Value 

Carrying 

Amount 

Fair 

Value 

Assets and Liabilities 





Assets: 





Cash and cash equivalents 

$ 20.6 

$ 20.6 

$ 13.0 $ 

i 13.0 

Receivables 

337.8 

337.8 

277.3 

277.3 

Marketable securities 

215.1 

215.1 

216.3 

216.3 

Liabilities: 





Accounts payable 

590.7 

590.7 

494.0 

494.0 

Debt 

1,437.9 

1,515.7 

1,607.5 

1,689.6 

Derivatives relating to: 





Marketable securities 

(2.8) 

(2.8) 

(1.6) 

(1.6) 

Debt 


3.1 


1.3 


The fair values were estimated using current market quotes 
and interest rates. Gains or losses from derivatives offset and 
neutralize the corresponding losses or gains from the asset or 
liability being hedged. We ensure that these derivative instru¬ 
ments correlate with the asset or liability being hedged, and 
we do not issue or hold derivatives for trading or specula¬ 
tive purposes. 

We use derivative instruments to reduce financial risk in 
three areas: interest rates, foreign currency and commodities. 
The notional amounts of derivatives do not represent actual 
amounts exchanged by the parties and, thus, are not a measure 
of the exposure of the Company through its use of derivatives. 
Interest rate swap and foreign exchange agreements are made 
with a diversified group of highly rated financial institutions, 
whereas commodities agreements are entered into through var¬ 
ious regulated exchanges. We have credit exposure associated 
with these agreements to the extent that the instruments have 
a positive fair value, but we do not anticipate any losses. The 
Company does not have a significant concentration of risk 
with any single party or group of parties in any of its finan¬ 
cial instruments. 

1. Interest Rate Risk Management - We use interest rate 
swaps to hedge and/or lower financing costs, to adjust our 
floating- and fixed-rate debt positions, and to lock in a positive 
interest rate spread between certain assets and liabilities. An 
interest rate swap used in conjunction with a debt financing 
may allow the Company to create fixed or floating-rate financing 
at a lower cost than with a stand-alone financing. Generally, 


under interest rate swaps, the Company agrees with a 
counterparty to exchange the difference between fixed-rate 
and floating rate interest amounts calculated by reference 
to an agreed notional principal amount. 

The following table indicates the types of swaps used to 
hedge various assets and liabilities and the r weighted average 
interest rates. Average variable rates are based on rates as of 
the end of the reporting period. The swap contracts mature 
from fiscal 1997 to fiscal 2008. 



May 26,1996 

May 28, 1995 

Dollars in Millions 

Asset 1 

Liability 

Asset 

Liability 

Receive fixed swaps- 





notional amount 

$ - 

$90.0 

$ 

$90.0 

Average receive rate 

- 

7.1% 

- 

6.8% 

Average pay rate 

- 

5.1% 

- 

5.8% 

Pay fixed swaps- 





notional amount 

$63.0 

$21.3 

$74.8 

$21.3 

Average receive rate 

5.7% 

5.4% 

6.4% 

6.1% 

Average pay rate 

8.9% 

6.2% 

8.3% 

6.2% 


The interest rate differential on interest rate swaps used 
to hedge existing assets and liabilities is recognized as an 
adjustment of interest expense or income over the term of 
the agreement. 

The Company uses interest rate options and cap agreements 
primarily to reduce the impact of interest rate changes on its 
floating-rate debt, as well as to hedge the value of call options 
contained in long-term debt issued by the Company in earlier 
periods. In return for an upfront payment an interest rate swap 
option grants the purchaser the right to receive (pay) the fixed 
rate interest amount in an interest rate swap. In return for an 
upfront payment, a cap agreement entitles the purchaser to 
receive the amount, if any, by which an agreed upon floating rate 
index exceeds the cap interest rate. The following table summa¬ 
rizes our option and cap agreements, which mature in fiscal 1997. 


May 26,1996 May 28, 1995 



Notional 

Average 

Notional 

Average 

Dollars in Millions 

Amount 

Rate 

Amount 

Rate 

Caps purchased- 





receive floating 

$200.0 

7.0% 

$200.0 

7.0% 


The premiums paid/received for interest rate options and 
cap agreements are included in other assets/liabilities and are 
amortized to interest expense over the terms of the agreements. 
Amounts receivable or payable under the cap agreements are 
recognized as yield adjustments over the life of the related debt. 
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2. Foreign-Currency Exposure -We selectively hedge 
the potential effect of foreign currency fluctuations related 
to operating activities and net investments in foreign operations 
by entering into foreign exchange contracts with highly rated 
financial institutions. Realized and unrealized gains and losses 
on hedges of firm commitments are included in the cost basis 
of the asset being hedged and are recognized as the asset is 
expensed through cost of goods sold or depreciation. Realized 
and unrealized gains and losses on contracts that hedge other 
operating activities are recognized currently in net earnings. 
Realized and unrealized gains and losses on contracts that 
hedge net investments are recognized in the foreign currency 
adjustment in Stockholders' Equity. 

The components of our net foreign investment exposure 
by geographic region are as follows: 


In Millions 

May 26,1996 

May 28, 1995 

Europe 

$156.7 

$165.3 

North/South America 

35.3 

32.3 

Asia 

1.9 

1.9 

Total exposure 

193.9 

199.5 

After-tax hedges 

- 

(7.0) 

Net exposure 

$193.9 

$192.5 


At May 26, 1996, we had forward contracts maturing in 
fiscal 1997 to sell $57.3 million of foreign currencies.The fair 
value of these contracts is based on third-party quotes and was 
immaterial at May 26, 1996. 

3. Commodities - The Company uses an integrated set of 
financial instruments in its purchasing cycle, including purchase 
orders, noncancelable contracts, futures contracts, and futures 
options. Except as described below, these instruments are all 
used to purchase ingredients for the Company's internal needs, 
and to manage purchase prices and inventory values as practi¬ 
cal. All futures contracts and futures options are exchange- 
based instruments with ready liquidity and determinable market 
values. Unrealized gains and losses are recorded monthly and 
deferred until the physical ingredients flow through cost of 
goods sold. The net gain and losses deferred and expensed are 
immaterial. At May 26, 1996 and May 28, 1995, the aggregate 
fair value of our ingredient derivatives position was $66.9 mil¬ 
lion and $53.8 million, respectively. 

The Company also has a grain-merchandising operation, 
which uses cash contracts, futures contracts, and futures options. 
All futures contracts and futures options are exchange-based 
instruments with ready liquidity and market values. Neither 
results of operations nor the year-end positions from grain¬ 
merchandising operations was material to the Company's 
overall results. 


8 Notes Payable 

The components of notes payable and their respective 
weighted average interest rates at the end of the period 
are as follows: 


May 26,19% May 28,1995 


Dollars in Millions 

Notes 

Payable 

Weighted 

Average 

Interest 

Rate 

Notes 

Payable 

Weighted 

Average 

Interest 

Rate 

U.S. commercial paper 

$ 15.0 

5.2% 

$ 78.3 

6.1% 

Canadian commercial paper 

19.9 

4.8 

22.8 

7.7 

Financial institutions 

281.7 

5.4 

261.8 

6.4 

Amounts reclassified to 





long-term debt 

(175.0) 

- 

(250.0) 

- 

Total notes payable 

$141.6 


$112.9 


To ensure availability of funds, we maintain bank credit 
lines sufficient to cover our outstanding short-term borrowings. 
As of May 26,1996, we had $350.0 million fee-paid lines and 
$64.6 million uncommitted, no-fee lines available in the U.S. 
and Canada. In addition, other foreign subsidiaries had no-fee 
lines of $122.7 million of which $55.3 million are unused. 

We have a revolving credit agreement expiring in December 
2000 that provides for the fee-paid credit lines. This agreement 
provides us with the ability to refinance short-term borrowings 
on a long-term basis, and therefore we have reclassified a 
portion of our notes payable to long-term debt. 


9 Long-term Debt 


In Millions 

May 26,1996 

May 28, 1995 

Medium-term notes, 5.2% to 9.1%, 



due 1996 to 2033 

$ 978.1 

$1,094.4 

Zero coupon notes, yield 11.1%, 



$284.0 due August 15, 2013 

44.5 

43.1 

8.2% ESOP loan guaranty. 



due through June 30, 2007 

70.4 

74.5 

Zero coupon notes, yield 11.7%, 



$64.4 due August 15, 2004 

25.3 

22.6 

Notes payable, reclassified 

175.0 

250.0 

Other 

3.0 

10.0 

Less amounts due within one year 

1,296.3 

(75.4) 

1,494.6 

(93.7) 

Total long-term debt 

$1,220.9 

$1,400.9 


At May 26,1996 our debt shelf registrations permit the issuance 
of up to $562.1 million net proceeds in unsecured debt securi¬ 
ties to reduce short-term debt and for other general corporate 
purposes, and include a medium-term note program that allows 
us to issue debt quickly for various amounts and at various rates 
and maturities. 
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In 1996, we issued $35.0 million of debt under our medium- 
term note program with maturities from five to 12 years and 
interest rates from 5.2% to 7.2%. In 1995, $125.0 million 
of debt was issued under this program with maturities from 
two to 12 years and interest rates from 6.4% to 8.0%. 

The Company has guaranteed the debt of the Employee Stock 
Ownership Plan; therefore, the loan is reflected on our consoli¬ 
dated balance sheets as long-term debt with a related offset in 
stockholders' equity, "Unearned compensation and other." 

The sinking fund and principal payments due on long-term 
debt are (in millions) $75.4, $150.6, $84.7, $90.0 and $62.3 
in fiscal years ending 1997, 1998,1999, 2000 and 2001, respec¬ 
tively. The notes payable that are reclassified under our revolving 
credit agreement are not included in these principal payments. 

Our marketable securities (see note five) include zero coupon 
U.S.Treasury securities.These investments are intended to pro¬ 
vide the funds for the payment of principal and interest for the 
zero coupon notes due August 15, 2004 and 2013. 

Stock Options 

The following table contains information on 
stock options: 

Average Option 
Shares Price per Share 


Granted 


1996 

1995 

1994 

4,127,602 

4,063,100 

4,868,098 

$52.55 

55.11 

63.22 

Exercised 



1996 

1,778,823 

$25.87 

1995 

725,437 

32.31 

1994 

562,714 

31.08 


Expired 

1996 730,343 $49.40 

1995 574,714 59.33 

1994 459,800 62.56 

Outstanding at year end 

1996 

1995 
1994 

Exercisable at year end 


1996 

11,315,131 

$37.70 

1995 

12,576,580 

33.37 

1994 

10,278,466 

38.73 


A total of 13,693,716 shares (including 7,000,000 shares 
for salary replacement options and 219,817 shares for restricted 
stock) are available for grants of options or restricted stock 
to employees under our 1993 and 1995 stock plans through 
October 1, 1998 and September 30, 2000, respectively. An 
additional 1,430,400 shares are available for grants under the 
plans on a one-for-one basis as common stock is repurchased 
by the Company. Options may be granted at a price not less than 


100 percent of fair market value on the cate the option is 
granted. Options now outstanding include some granted under 
the 1984, 1988, and 1990 option plans, under which no further 
rights may be granted. All options expire within 10 years plus 
one month after the date of grant.The plans provide for full 
vesting of options in the event there is a change of control. 

The 1993 plan permits awards of restricted stock to key 
employees subject to a restricted period and a purchase price, 
if any, to be paid by the employee as determined by the Com¬ 
pensation Committee of the Board of Directors. The 1988 
plan also permitted such awards. Most of the restricted stock 
awards require the employee to deposit personally owned shares 
(on a one-for-one basis) with the Compar y during the restricted 
period. In 1996, grants from the 1993 plan of 101,907 shares 
of restricted stock were made, and on May 26,1996, there were 
224,100 of such shares outstanding. 

The 1988 plan permitted the granting of performance units 
corresponding to stock options granted. The value of perform¬ 
ance units was determined by return on equity and growth in 
earnings per share measured against preset goals over three- 
year performance periods. For seven years after a performance 
period, holders may elect to receive the value of performance 
units (with interest) as an alternative to exercising correspond¬ 
ing stock options. On May 26, 1996, there were 2,345,156 out¬ 
standing options with corresponding performance unit accounts. 

As of May 26, 1996, there were 25,758 shares of restricted 
stock outstanding under a separate 1990 stock plan for non¬ 
employee directors. 

A new plan to be presented to stockholders for approval at 
the 1996 annual meeting will annually grant each non-employee 
director an option to purchase 2,500 shares at fair market value 
on the date of grant. Options expire 10 years after the date of 
grant. The plan also includes an annual restricted stock grant to 
non-employee directors, who each may choose to receive either 
500 shares of stock restricted for one year or 500 restricted 
stock units convertible to common stock after his or her term 
of service on the board is completed.The^e will be 250,000 
shares available for grants of options and restricted stock to 
non-employee directors until September 30, 2001 under this 
new plan. 

The number and exercise price of options outstanding when 
the Restaurant operations were spun off were adjusted to com¬ 
pensate for the market value of the Darden shares distributed 
to our stockholders. This adjustment increased the number 
of General Mills options outstanding at May 28, 1995 by 
1,202,369 shares and decreased the exercise price of the option 
shares outstanding by approximately 17.7 percent. Other than 
these adjustments to the 1995 outstanding and exercisable 
options, no other data in the table above has been restated. 



23,593,232 $44.46 

21,974,796 41.60 

18,009,478 49.52 
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Stockholders’ Equity 



$.10 Par Value Common Stock 



Cumulative 



(One Billion Shares Authorized) 


Unearned 

Foreign 




Issued 

Treasury 

Retained 

Compensation 

Currency 


In Millions, Except per Share Data 

Shares 

Amount 

Shares 

Amount 

Earnings 

and Other 

Adjustment 

Total 

Balance at May 30,1993 

204.2 

$358.7 

(43.7) 

$(1,196.4) 

$2,284.5 

$(167.5) 

$(60.8) 

$1,218.5 

Net earnings 





469.9 



469.9 

Cash dividends declared ($1.88 per share), 









net of income taxes of $2.9 





(296.5) 



(296.5) 

Stock option, profit sharing and ESOP plans 

- 

8.0 

.4 

7.5 




15.5 

Shares purchased on open market 



(2.4) 

(145.7) 




(145.7) 

Put option premium 

- 

6.3 

- 

.2 




6.5 

Transfer of put options 

- 

(122.0) 






(122.0) 

Unearned compensation related to restricted stock awards 






(3.9) 


(3.9) 

Earned compensation 






9.6 


9.6 

Minimum pension liability adjustment 






1.6 


1.6 

Translation adjustments, net of income taxes of $4.2 







(2.3) 

(2.3) 

Balance at May 29, 1994 

204.2 

251.0 

(45.7) 

(1,334.4) 

2,457.9 

(160.2) 

(63.1) 

1,151.2 

Unrealized gain, net of income taxes of $14.0, 









on available-for-sale securities at May 30,1994 






22.0 


22.0 

Net earnings 





367.4 



367.4 

Cash dividends declared ($1.88 per share), 









net of income taxes of $3.1 





(294.1) 



(294.1) 

Stock option, profit sharing and ESOP plans 

- 

10.0 

.4 

17.2 




27.2 

Shares purchased via puts, or on open market 



(1.0) 

(57.7) 




(57.7) 

Put option premium/settlements, net 

- 

(3.5) 

- 

2.8 




(.7) 

Transfer of put options 

- 

122.0 






122.0 

Unearned compensation related to restricted stock awards 






(5.6) 


(5.6) 

Earned compensation 






11.0 


11.0 

Change in unrealized gain, net of income taxes 









of $3.7, on available-for-sale securities 






5.8 


5.8 

Amount charged to gain on sale of foreign operations 







3.6 

3.6 

Translation adjustments, net of income tax benefit of $.2 







7.6 

7.6 

Transfer of equity components to Darden prior to spin-off 






69.1 

10.1 

79.2 

Distribution of equity to stockholders 









from spin-off of Restaurant operations 





(1,297.9) 



(1,297.9) 

Balance at May 28, 1995 

204.2 

379.5 

(46.3) 

(1,372.1) 

1,233.3 

(57.9) 

(41.8) 

141.0 

Net earnings 





476.4 



476.4 

Cash dividends declared ($1.91 per share), 









net of income taxes of $2.5 





(301.1) 



(301.1) 

Stock option, profit sharing and ESOP plans 

- 

4.6 

1.7 

40.3 




44.9 

Shares purchased on open market 



(.6) 

(35.6) 




(35.6) 

Put option premium 

- 

.2 






.2 

Unearned compensation related to restricted stock awards 






(6.5) 


(6.5) 

Earned compensation 






7.1 


7.1 

Change in unrealized gain, net of income taxes 









of $2.0, on available-for-sale securities 






(3.1) 


(3.1) 

Minimum pension liability adjustment 






(.8) 


(.8) 

Translation adjustments, net of income tax benefit of $.2 







(14.8) 

(14.8) 

Balance at May 26,1996 

204.2 

$384.3 

(45.2) 

$(1,367.4) 

$1,408.6 

$ (61.2) 

$(56.6) 

$ 307.7 


Cumulative preference stock of 5.0 million shares, without par value, is authorized but unissued. 
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We have a shareholder rights plan that entitles each 
outstanding share of common stock to one right. Each right 
entitles the holder to purchase one one-hundredth of a share of 
cumulative preference stock (or, in certain circumstances, com¬ 
mon stock or other securities), exercisable upon the occurrence 
of certain events. The rights are not transferable apart from the 
common stock until a person or group has acquired 20 percent 
or more, or makes a tender offer for 20 percent or more, of the 
common stock. If the Company is then acquired in a merger or 
other business combination transaction, each right will entitle 
the holder (other than the acquiror) to receive, upon exercise, 
common stock of either the Company or the acquiring company 
having a market value equal to two times the exercise price of 
the right. The initial exercise price is $240 per right. The rights 
are redeemable by the Board at any time prior to the acquisition 
of 20 percent or more of the outstanding common stock. The 
rights expire on February 1, 2006. At May 26,1996, there were 
159.0 million rights issued and outstanding. 

The Board of Directors has authorized the repurchase, from 
time to time, of common stock for our treasury, provided that the 
number of shares held in treasury shall not exceed 60.0 million. 

Through private transactions in fiscal 1996 and 1994, we 
issued put options that entitled the holder to sell shares of our 
common stock to us, at a specified price, if the holder exercised 
the option. In 1996, we issued put options for .2 million shares 
for $.2 million in premiums. There were no put options out¬ 
standing at May 26, 1996. 


Interest Expense 

The components of net interest expense are 
as follows: 




Fiscal Year 


In Millions 

1996 

1995 

1994 

Interest expense 

$117.2 

$150.0 

$121.7 

Capitalized interest 

(.6) 

(5.2) 

(6.1) 

Interest income 

(15.2) 

(19.4) 

(16.4) 

Total interest expense, net 

101.4 

125.4 

99.2 

Net interest allocated to 

discontinued operations 

_ 

(24.2) 

(20.4) 

Interest expense, net 

$101.4 

$101.2 

$ 78.8 


During 1996, 1995 and 1994, we paid interest (net of 
amount capitalized) of $103.8 million, $135.2 million and 
$99.0 million, respectively. The interest allocated to discontinued 
operations is net of capitalized interest credits of $4.3 million 
and $4.1 million in 1995 and 1994, respectively. 

B Retirement Plans 

We have defined-benefit plans covering most 
employees. Benefits for salaried employees are 
based on length of service and final average compensation. The 
hourly plans include various monthly amounts for each year of 


credited service. Our funding policy is consistent with the fund¬ 
ing requirements of federal law and regulations. Our principal 
plan covering salaried employees has a provision that any excess 
pension assets would be vested in plan participants if the plan is 
terminated within five years of a change n control. Plan assets 
consist principally of listed equity securities, corporate obliga¬ 
tions and U.S. government securities. 

Components of net pension income are as follows: 


Fiscal Year 


Expense (Income) in Millions 

1996 

1995 

1994 

Service cost-benefits earned 
Interest cost on projected 

$ 14.1 

$ 13.5 

$ 14.6 

benefit obligation 

56.7 

55.1 

52.9 

Actual return on plan assets 

(162.3) 

(106.9) 

(47.8) 

Net amortization and deferral 

61.4 

8.3 

(43.9) 

Net pension income 

$ (30.1) 

$ (30.0) 

$ (24.2) 


The weighted-average discount rate and rate of increase in 
future compensation levels used in determ ning the actuarial 
present value of the benefit obligations were 8.1% and 4.5% in 
1996, and 8.0% and 4.5% in 1995, respectively. The expected 
long-term rate of return on assets was 10.4%. 

The funded status of the plans and the amount recognized 
on the consolidated balance sheets (as determined as of May 31, 
1996 and 1995) are as follows: 



May 26,) 996 

May 28,1995 


Assets 

Accu- 

Assets 

Accu¬ 


Exceed 

mu'aied 

Exceed 

mulated 


Accu¬ 

Benefits 

Accu¬ 

Benefits 


mulated 

Exceed 

mulated 

Exceed 

In Millions 

Benefits 

Assets 

Benefits 

Assets 

Actuarial present value 
of benefit obligations: 





Vested benefits $ 

649.5 

$ 17.7 

$ 623.7 

$ 16.5 

Nonvested benefits 

41.3 

.8 

41.4 

1.3 

Accumulated benefit obligations 

690.8 

18.5 

665.1 

17.8 

Projected benefit obligation 

730.3 

19.5 

709.2 

19.0 

Plan assets at fair value 

1,067.7 

- 

942.8 

1.1 

Plan assets in excess of (less than) 
the projected benefit obligation 337.4 

(19.5) 

233.6 

(17.9) 

Unrecognized prior service cost 

31.9 

2.3 

30.0 

2.9 

Unrecognized net loss (gain) 

88.8 

2.3 

166.2 

(13.3) 

Recognition of minimum liability 

- 

(7.9) 

- 

7.1 

Unrecognized transition 





(asset) liability 

(95.8) 

4.3 

(109.4) 

5.3 

Prepaid (accrued) 





pension cost $ 

362.3 

$(18.5) 

$ 320.4 

$(15.9) 


We have defined-contribution plans covering salaried and 
non-union employees with net assets of $689.0 million at 
May 26, 1996 and $614.6 million at May 28, 1995. Our main 
defined contribution plan is a 401(k) savings plan which is open 
to substantially all employees.The plan includes investment 
funds and an Employee Stock Ownership Plan (ESOP).The 
ESOP's only assets are Company common stock and temporary 
cash balances. Expense recognized for all defined-contribution 
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plans in fiscal 1996,1995 and 1994 was $6.9 million, $5.4 
million and $4.7 million, respectively.The ESOP's share of this 
expense was $6.6 million, $5.0 million and $4.3 million, respec¬ 
tively. The E SO P's expense is calculated by the "shares allo¬ 
cated" method. 

The ESOP uses Company common stock to convey benefits 
to employees and, through increased stock ownership, to align 
employee interests with those of shareholders. The Company 
matches a percentage of employee contributions with a base 
match plus a variable year-end match that depends on annual 
results. Employees receive the Company match in the form of 
common stock. 

The ESOP originally purchased Company common stock 
with funds borrowed from third parties (and guaranteed by the 
Company), plus $10.0 million borrowed from the Company at 
a variable interest rate.The ESOP shares are included in net 
shares outstanding for the purposes of calculating earnings 
per share.The ESOP's third-party debt is described in the long¬ 
term debt footnote. At May 26, 1996, the ESOP's debt to the 
Company had a balance of $6.8 million with an interest rate 
of 5.6% and sinking fund payments due to June 2015. 

The Company treats dividends paid to the ESOP the same as 
other dividends. Dividends received on leveraged shares (i.e., all 
shares originally purchased with the debt proceeds) are used for 
debt service, while dividends received on unleveraged shares are 
passed through to participants. 

The Company's cash contribution to the ESOP is calculated 
so as to pay off enough debt to release sufficient shares to make 
the Company match.The ESOP uses the Company's cash contri¬ 
butions to the plan, plus the dividends received on the ESOP's 
leveraged shares, to make principal and interest payments on the 
ESOP's debt. As loan payments are made, shares become unen¬ 
cumbered by debt and become committed to be allocated. The 
ESOP allocates shares to individual employee accounts on the 
basis of the match of employee payroll savings (contributions), 
plus reinvested dividends received on previously allocated 
shares. In 1996, 1995 and 1994, the ESOP incurred interest 
expense of $6.3 million, $6.6 million and $6.8 million, respec¬ 
tively. The ESOP used dividends of $9.1 million, $6.2 million and 
$6.0 million, along with Company contributions of $6.7 million, 
$4.8 million and $4.7 million to make interest and principal 
payments in the respective years. 

The number of shares of Company common stock within the 
ESOP are summarized as follows: 


Number of Shares 

May 26,1996 

May 28, 1995 

Unreleased shares 

2,415,000 

2,690,000 

Committed to be allocated 

10,000 

66,000 

Allocated to participants 

2,129,000 

1,966,000 

Total shares 

4,554,000 

4,722,000 


As of May 28,1995, the ESOP received Darden shares from 
the spin-off distribution described in note two.The Darden shares 
were immediately exchanged for Company shares, based on their 
relative market values immediately preceding the distribution date. 


M other Postretirement and 
Postemployment Benefits 

We sponsor several plans that provide health care 
benefits to the majority of our retirees.The salaried plan is con¬ 
tributory with retiree contributions based on years of service. 

We fund plans for certain employees and retirees on an 
annual basis. In 1996, 1995 and 1994 we contributed $14.0 
million, $13.7 million and $38.3 million, respectively. Plan 
assets consist principally of listed equity securities and U.S. 
government securities. 

Components of the postretirement health care expense 
are as follows: 


Fiscal Year 


Expense (Income) in Millions 

1996 

1995 

1994 

Service cost —benefits earned 

Interest cost on accumulated 

$ 4.9 

$ 4.5 

$ 5.0 

benefit obligation 

14.2 

14.3 

13.4 

Actual return on plan assets 

(18.7) 

(15.1) 

(1.5) 

Net amortization and deferral 

6.9 

5.0 

(4.6) 

Net postretirement expense 

$ 7.3 

$ 8.7 

$12.3 


The funded status of the plans and the amount recognized 
on our consolidated balance sheets are as follows: 



May 26,1996 

May 28, 1995 


Assets 

Accu¬ 

Assets 

Accu¬ 


Exceed 

mulated 

Exceed 

mulated 


Accu¬ 

Benefits 

Accu¬ 

Benefits 


mulated 

Exceed 

mulated 

Exceed 

In Millions 

Benefits 

Assets 

Benefits 

Assets 

Accumulated benefit obligations: 





Retirees 

$ 38.5 

$55.7 

$ 36.2 

$ 47.2 

Fully eligible active employees 

13.1 

5.1 

14.6 

8.5 

Other active employees 

38.3 

38.5 

35.8 

50.6 

Accumulated benefit obligations 

89.9 

99.3 

86.6 

106.3 

Plan assets at fair value 

121.9 

13.2 

104.6 

7.5 

Plan assets in excess of (less than) 




accumulated benefit obligations 

32.0 

(86.1) 

18.0 

(98.8) 

Unrecognized prior service credits (.1) 

(13.7) 

(.1) 

(17.3) 

Unrecognized net loss 

14.3 

23.8 

27.1 

33.8 

Prepaid (accrued) 





postretirement benefits 

$ 46.2 

$(76.0) 

$ 45.0 

$(82.3) 


The discount rates used in determining the actuarial present 
value of the benefit obligations were 8.1% and 8.0% in 1996 
and 1995, respectively. The expected long-term rate of return 
on assets was 10%. 

The assumed health care cost trend-rate increase in the 
per capita charges for benefits ranged from 5.9% to 9.2% for 
1997 depending on the medical service category. The rates grad¬ 
ually decrease to 4.4% to 5.7% for 2007 and remain at that 
level thereafter. If the health care cost trend rate increased by 
one percentage point in each future year, the aggregate of the 
service and interest cost components of postretirement expense 
would increase for 1996 by $3.2 million and the accumulated 
benefit obligation as of May 26, 1996 would increase by 
$28.6 million. 
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In 1994, we adopted SFAS No. 112, "Employers' Account¬ 
ing for Postemployment Benefits."The cumulative effect as of 
May 31,1993 of changing to the accrual basis for severance and 
disability costs was a decrease in net earnings of $14.7 million 
($.09 per share). 

Profit-sharing Plans 

The Executive Incentive Plan provides incentives 
to key individuals who have the greatest potential 
to contribute to current earnings and successful future operations. 
These awards are approved by the Board of Directors upon 
recommendation of the Compensation Committee and depend 
on profit performance in relation to pre-established goals.The 
Plan is administered by the Compensation Committee, which 
consists solely of outside directors. Profit-sharing expense was 
$7.0 million, $.9 million and $1.5 million in 1996, 1995 and 
1994, respectively. 

Income Taxes 

We adopted SFAS No. 109, "Accounting for 
Income Taxes" as of May 31, 1993. The adoption 
of SFAS No. 109 changed our method of accounting for income 
taxes from the deferred method to the asset and liability method. 
Deferred income taxes reflect the differences between assets 
and liabilities recognized for financial reporting purposes and 
amounts recognized for tax purposes measured using the cur¬ 
rent enacted tax rates. The cumulative effect of adoption was 
an increase in net earnings of $11.2 million ($.07 per share). 

The components of earnings from continuing operations 
before income taxes and the income taxes thereon are as follows: 


In Millions 

19% 

Fiscal Year 

1995 

1994 

Earnings (loss) before income taxes: 




U.S. 

$744.0 

$412.1 

$549.0 

Foreign 

14.6 

7.5 

15.7 

Total earnings before 




income taxes 

$758.6 

$419.6 

$564.7 

Income taxes: 




Current: 




Federal 

$206.5 

$ 91.6 

$192.0 

State and local 

28.5 

1.3 

46.8 

Foreign 

2.0 

1.4 

12.6 

Total current 

237.0 

94.3 

251.4 

Deferred: 




Federal 

33.7 

50.6 

(17.5) 

State and local 

7.1 

11.1 

(4.3) 

Foreign 

1.6 

(2.7) 

(12.2) 

Total deferred 

42.4 

59.0 

(34.0) 

Total income taxes 

$279.4 

$153.3 

$217.4 


During 1996 and 1995, net income tax beneflts/(expense) of 
$25.0 million and $(8.0) million, respectively, were allocated to 
stockholders'equity. These benefits/expenses were attributable 
to the exercise of employee stock options dividends paid on 
unallocated ESOP shares, translation adjustments and 
unrealized gain on marketable securities. 

During 1996,1995 and 1994, we paid income taxes of 
$194.0 million, $104.1 million and $202.2 million, respectively. 

In prior years we purchased certain income-tax items from 
other companies through tax lease transactions. Total current 
income taxes charged to earnings reflect the amounts attri¬ 
butable to operations and have not been materially affected by 
these tax leases. Actual current taxes payable relating to 1996, 
1995 and 1994 operations were increasec by approximately $15 
million, $12 million and $10 million, respectively, due to the cur¬ 
rent effect of tax leases. These tax payments do not affect taxes 
for statement of earnings purposes since they repay tax benefits 
realized in prior years. The repayment liability is classified as 
"Deferred Income Taxes - Tax Leases." 

The following table reconciles the U.S. statutory income tax 


rate with the effective income tax rate: 

1996 

Fiscal Year 

1995 

1994 

U.S. statutory rate 

35.0% 

35.0% 

35.0% 

State and local income taxes, net of 




federal tax benefits 

3.0 

3.6 

5.0 

Other, net 

(1.2) 

(2.1) 

(1.5) 

Effective income tax rate 

36.8% 

36.5% 

38.5% 


The tax effects of temporary differences that give rise to 
deferred tax assets and liabilities are as follows: 


In Millions 

May 26.1996 

May 28, 1995 

Accrued liabilities 

$ 84.6 

$ 80.6 

Unusual charge for oats matter 

3.1 

9.5 

Unusual charge for restructuring 

9.4 

42.5 

Compensation and employee benefits 

53.3 

55.2 

Disposition liabilities 

15.4 

29.1 

Foreign tax loss carryforward 

12.4 

19.4 

Other 

9.0 

11.2 

Gross deferred tax assets 

187.2 

247.5 

Depreciation 

130.5 

139.4 

Prepaid pension asset 

138.1 

125.1 

Intangible assets 

11.3 

12.8 

Other 

37.5 

53.8 

Gross deferred tax liabilities 

317.4 

331.1 

Valuation allowance 

11.2 

11.2 

Net deferred tax liability 

$141.4 

$ 94.8 


As of May 26, 1996, we have foreign operating loss carry¬ 
overs for tax purposes of $34.6 million, which will expire as 
follows if not offset against future taxable income: $11.0 million 
in 1998, $.1 million in 1999, $8.0 million in 2000, $15.2 million 
in 2001 and $.3 million in 2002. 
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We have not recognized a deferred tax liability for unremitted 
earnings of $91.1 million for our foreign operations because we 
do not expect those earnings to become taxable to us in the fore¬ 
seeable future. A determination of the potential liability is not 
practicable. If a portion were to be remitted, we believe income 
tax credits would substantially offset any resulting tax liability. 



Leases and Other Commitments 

An analysis of rent expense by property 
leased follows: 


In Millions 

1996 

Fiscal Year 

1995 

1994 

Warehouse space 

$14.9 

$14.0 

$13.3 

Equipment 

7.3 

8.7 

8.1 

Other 

3.3 

3.7 

3.6 

Total rent expense 

$25.5 

$26.4 

$25.0 


Some leases require payment of property taxes, insurance 
and maintenance costs in addition to the rent payments. Con¬ 
tingent and escalation rent in excess of minimum rent payments 
and sublease income netted in rent expense were insignificant. 

Noncancelable future lease commitments are (in millions) 
$15.7 in 1997, $8.4 in 1998, $6.2 in 1999, $4.2 in 2000, $2.2 
in 2001 and $2.0 after 2001, with a cumulative total of $38.7. 

We are contingently liable under guaranties and comfort 
letters for $94.7 million. The guaranties and comfort letters 
are principally issued to support borrowing arrangements, 
primarily for our joint ventures. General Mills remains the 
primary guarantor on a number of Darden leases and certain 
other obligations; however Darden has indemnified General Mills 
against any loss. 



Geographic Information 


Unallocated 


In Millions 

U.S.A. 

Foreign 

Corporate 
Items (a) 

Consolidated 

Total 

Sales 

1996 

$5,204.5 

$211.5 

$ 

$5,416.0 

1995 

4,840.7 

186.0 

- 

5,026.7 

1994 

5,156.8 

170.4 

- 

5,327.2 

Operating Profits 

1996 

862.7 

24.0 

(128.1) 

758.6 

1995 

504.0(b) 

14.9(b) 

(99.3) 

419.6 

1994 

642.7(c) 

19.4 

(97.4) 

564.7 

Identifiable Assets 

1996 

2,509.1 

293.2 

492.4 

3,294.7 

1995 

2,531.9 

300.6 

525.7 

3,358.2 

1994 

2,502.3 

245.7 

2,056.0(d) 

4,804.0 


(a) Corporate expenses reported here include net interest expense and general 
corporate expenses. 

(b) U.S.A. and Foreign operating profits are net of charges of $179.1 million 
and $4.1 million, respectively, for the unusual items described in note three. 

(c) U.S.A. operating profits include a charge of $146.9 million for the unusual 
item described in note three. 

(d) For 1994, Unallocated Corporate Items include the net assets of discon¬ 
tinued operations. See note two. 

The foreign sales above were made primarily by our Canadian 
subsidiary. Our proportionate share of our joint ventures' sales 
(not shown above) was $705.7 million, $584.0 million and 
$476.4 million for fiscal years 1996,1995 and 1994, respec¬ 
tively. The foreign operating profits above exclude our share 
of the results from our joint ventures. 



Quarterly Data (unaudited) 

Summarized quarterly data for 1996 and 1995 follows: 


, _ First Quarter Second Quarter Third Quarter Fourth Quarter Total Year 

In Millions, Except per Share__ 


and Market Price Amounts 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

Sales 

$1,276.3 

$1,156.7 

$1,448.4 

$1,417.3 

$1,309.2 

$1,224.2 

$1,382.1 

$1,228.5 

$5,416.0 

$5,026.7 

Gross profit (a) 

750.7 

696.5 

852.3 

822.2 

776.1 

703.3 

795.9 

681.7 

3,175.0 

2,903.7 

Earnings (loss) from continuing 
operations 

136.9 

118.0 

145.7 

134.8 

116.3 

20.2(b) 

77.5 

(13.3)(b) 

476.4 

259.7 

Earnings (loss) per share from 
continuing operations 

.86 

.75 

.92 

.85 

.73 

.13 

.49 

(.09) 

3.00 

1.64 

Discontinued operations 

- 

32.8 

- 

14.4 

- 

(14.8) 

- 

75.3 

- 

107.7 

Net earnings 

136.9 

150.8 

145.7 

149.2 

116.3 

5.4 

77.5 

62.0 

476.4 

367.4 

Net earnings per share 

.86 

.95 

.92 

.95 

.73 

.03 

.49 

.40 

3.00 

2.33 

Dividends per share 

.47 

.47 

.47 

.47 

.47 

.47 

.50 

.47 

1.91 

1.88 

Market price of common stock: (c) 
High 

54 3/8 

56 1/4 

58 1/8 

58 3/8 

60 1/2 

61 5/8 

60 

63 3/4 

60 1/2 

63 3/4 

Low 

50 

49 3/8 

50 7/8 

52 7/8 

52 5/8 

53 1/4 

53 1/2 

58 

50 

49 3/8 


(a) Before charges for depreciation. 

(b) Includes after-tax losses of $82.8 million ($.52 per share) in the third quarter and $28.8 million ($.19 per share) in the fourth quarter related to restructuring. 

(c) Prices shown for 1995 are before the spin-off described in note two. The closing prices on May 26, 1995 of the two common stocks on a when-issued basis were 


$49 7/8 for General Mills and $10 7/8 for Darden Restaurants. 
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ELEVEN YEAR 


Financial Summary 



May 26. 

May 28, 

May 29, 

May 30, 

May 31, 

May 26, 

May 27, 

May 28, 

May 29, 

May 31, 

May 25, 

In Millions, Except per Share Data 

1996 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

U88 

1987 

1986 

Financial Results 












Net earnings per share (a) 

$ 3.00 

$ 2.33 

$ 2.95 

$ 3.10 

$ 2.99 

$ 2.87 

$ 2.32 

$ 2.53 

$ 1 63 

$ 1.25 

$ 1.03 

Continuing operations 












earnings per share (a) 

3.00 

1.64 

2.14 

2.52 

2.39 

2.26 

1.71 

1.42 

1.22 

.94 

.72 

Return on average equity 

212.3% 

52.0% 

37.7% 

39.1% 

39.9% 

49.2% 

49.5% 

60.0% 

41.1% 

31.4% 

21.5% 

Dividends per share (a) 

1.91 

1.88 

1.88 

1.68 

1.48 

1.28 

1.10 

.94 

80 

.625 

.565 

Sales 

5,416 

5,027 

5,327 

5,138 

4,964 

4,657 

4,242 

3,703 

3,323 

3,101 

2,788 

Costs and expenses: 












Cost of sales 

2,241 

2,123 

2,012 

2,003 

1,967 

1,819 

1,817 

1,665 

1,451 

1,380 

1,314 

Selling, general and administrative 

2,128 

2,008 

2,351 

2,191 

2,126 

2,075 

1,819 

1,546 

1,413 

1,321 

1,156 

Depreciation and amortization 

187 

192 

174 

153 

143 

134 

112 

97 

84 

78 

68 

Interest, net 

101 

101 

79 

56 

45 

51 

24 

15 

24 

20 

24 

Unusual expenses (income) 

- 

183 

147 

36 

(12) 

(48) 

- 

(4) 

(8) 

(18) 

2 

Total costs and expenses 

4,657 

4,607 

4,763 

4,439 

4,269 

4,031 

3,772 

3,319 

2 964 

2,781 

2,564 

Earnings from continuing operations 












before taxes and earnings (losses) 












of joint ventures 

759 

420 

564 

699 

695 

626 

470 

384 

359 

320 

224 

Income taxes 

280 

153 

217 

276 

283 

245 

184 

151 

146 

153 

95 

Earnings (losses) of joint ventures 

(3) 

(7) 

(7) 

(12) 

(16) 

(9) 

(4) 

- 

- 

- 

- 

Earnings from continuing operations 

476 

260 

340 

411 

396 

372 

282 

233 

213 

167 

129 

Discontinued operations after taxes 

- 

107 

134 

95 

100 

101 

99 

251 

70 

55 

55 

Accounting changes 

- 

- 

(4) 

- 

- 

- 

- 

(70) 

- 

- 

- 

Net earnings 

476 

367 

470 

506 

496 

473 

381 

414 

283 

222 

184 

Earnings from continuing operations 












as a percent of sales 

8.8% 

5.2% 

6.4% 

8.0% 

8.0% 

8.0% 

6.6% 

6.3% 

6.4% 

5.4% 

4.6% 

Weighted average number 












of common shares (a) 

159 

158 

159 

163 

166 

165 

164 

164 

174 

178 

179 

Taxes (income, payroll, property, etc.) 












per share (a) 

2.11 

1.30 

1.68 

1.98 

2.08 

1.86 

1.51 

1.30 

1 19 

1.19 

.82 

Financial Position 












Total assets 

3,295 

3,358 

4,804 

4,310 

3,997 

3,561 

2,990 

2,648 

2 422 

2,083 

1,794 

Land, buildings and equipment, net 

1,312 

1,457 

1,503 

1,463 

1,398 

1,168 

1,048 

876 

747 

657 

604 

Working capital at year end 

(197) 

(324) 

(630) 

(386) 

(238) 

(142) 

(214) 

(242) 

1426) 

(18) 

43 

Long-term debt, excluding 












current portion 

1,221 

1,401 

1,413 

1,264 

916 

875 

685 

532 

357 

281 

453 

Stockholders'equity 

308 

141 

1,151 

1,219 

1,371 

1,114 

810 

732 

649 

730 

683 

Stockholders'equity per share (a) 

1.94 

.89 

7.26 

7.59 

8.28 

6.74 

4.96 

4.54 

3.88 

4.14 

3.81 


Other Statistics 


Total dividends 

304 

297 

299 

275 

245 

211 

181 

154 

139 

111 

101 

Gross capital expenditures 

129 

157 

213 

317 

396 

279 

292 

248 

181 

141 

145 

Research and development 

60 

60 

59 

56 

55 

52 

45 

42 

41 

36 

40 

Advertising media expenditures 

320 

324 

292 

283 

309 

314 

296 

252 

254 

246 

244 

Wages, salaries and employee benefits 

541 

538 

558 

556 

598 

633 

579 

491 

461 

496 

468 

Number of employees (actual) 

9,790 

9,882 

10,616 

10,577 

12,195 

12,521 

12,787 

12,491 

12,722 

13,096 

13,037 

Accumulated LIFO reserve 

56 

53 

43 

47 

50 

54 

56 

52 

36 

36 

34 

Common stock price range (a)(b): 

High 

60 1/2 

63 3/4 

68 3/4 

74 1/8 

75 7/8 

60 7/8 

39 5/8 

33 7/8 

31 

28 

20 

Low 

50 

49 3/8 

49 7/8 

62 

54 1/4 

37 7/8 

31 3/8 

22 3/8 

2C 3/8 

18 1/2 

13 

Close 

58 1/4 

60 5/8 

54 1/2 

65 1/4 

63 1/2 

58 

39 

33 3/4 

22 7/8 

27 

19 1/8 


(a) Years prior to 1991 have been adjusted for the two-for-one stock split in November 1990. 

(b) Prices shown prior to 1996 are before the spin-off described in note two. The closing prices on May 26, 1995 of the two common stocks on a when-issued basis 
were $49 7/8 for General Mills and $10 7/8 for Darden Restaurants. 

Note: All amounts presented in this summary have been restated to a continuing operations basis only. 
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Directors 


Richard M. Bressler 

Retired Chairman of the Board, 

El Paso Natural Gas Company 
(natural resources) (1,2,3*5) 
Seattle, Washington 

Livio D. DeSimone 

Chairman of the Board and Chief 
Executive Officer, 3M Company 
(diversified manufacturer) (1,3,4,6) 
St. Paul, Minnesota 

William T. Esrey 

Chairman and Chief Executive 
Officer, Sprint Corporation 
(telecommunications systems) 

( 1 , 2 , 4 , 5 *) 

Kansas City, Missouri 

Charles W. Gaillard 

President, General Mills, Inc. (1) 
Minneapolis, Minnesota 

Judith Richards Hope 

Senior Partner, Paul, Hastings, 
Janofsky & Walker, Attorneys 
(2,5,6) 

Washington, D.C. 


Manageme 


Stephen W. Sanger 

Chairman of the Board 
and Chief Executive Officer 


Dean Belbas 

Senior Vice President, 

Investor Relations 

Y. Marc Belton 

Vice President; President, 
Snacks Unlimited 

Edward K. Bixby 

Senior Vice President; 
President, Consumer Foods 
Sales and Distribution 

Randy G. Darcy 

Senior Vice President, 
Operations 

Stephen R. Demeritt 

Executive Vice President; Chief 
Executive Officer, CPW, S.A. 


Kenneth A. Macke 

Retired Chairman of the Board, 
Chief Executive Officer and 
Chairman of the Executive 
Committee, Dayton Hudson 
Corporation (retail stores) (1,3,5,' 
Minneapolis, Minnesota 

George Putnam 

Chairman of the Board, 

The Putnam Investment 
Management Company (1,3,4*6) 
Boston, Massachusetts 

Michael D. Rose 

Chairman of the Board, Harrah's 
Entertainment, Inc. and Promus 
Hotel Corporation (hospitality 
companies) (1,2*3,5) 

Memphis, Tennessee 

Stephen W. Sanger 

Chairman of the Board and 
Chief Executive Officer, 

General Mills, Inc. (1*) 
Minneapolis, Minnesota 


n t 


Charles W. Gaillard 

President 


Jon L. Finley 

Senior Vice President- 
President, Gold Medal 

Leslie M. Frecon 

Senior Vice President, 
Corporate Finance 

Stephen J. Garthwaite 

Senior Vice President, 
Innovation and Technology 

Eric J. Larson 

Senior Vice President 

Siri S. Marshall 

Senior Vice President, 

General Counsel and Secretary 


A. Michael Spence 

Dean of the Graduate School 
of Business, Stanford University 
(2,4,5) 

Stanford, California 

Dorothy A.Terrell 

President, SunExpress, Inc., 
a subsidiary of Sun 
Microsystems, Inc. 

(computer products and 
services) (4,6) 

Chelmsford, Massachusetts 

Raymond G.Viault 

Vice Chairman, 

General Mills, Inc. (1) 
Minneapolis, Minnesota 

C. Angus Wurtele 

Chairman of the Board, 

The Valspar Corporation 
(paints and coatings) (2,4,6*) 
Minneapolis, Minnesota 


Raymond G.Viault 

Vice Chairman 


David D. Murphy 

Senior Vice President; President, 
International Foods 

Michael A. Peel 

Senior Vice President, 

Personnel 

Kendall J. Powell 

Vice President; President, 
Yoplait-Colombo 

Jeffrey J. Rotsch 

Senior Vice President- 
President, Big G Cereals 


Board Committees: 

(1) Executive Committee 

(2) Audit Committee 

(3) Compensation Committee 

(4) Finance Committee 

(5) Nominating Committee 

(6) Public Responsibility Committee 
(*) Denotes Committee Chair 

t Retires September 1996 


Roger W. Rumble 

Vice President; President, 
Foodservice 

Christina L. Steiner 

Vice President; President, 
Betty Crocker 

Austin R Sullivan, Jr. 

Senior Vice President, 
Corporate Relations 

Kenneth L.Thome 

Senior Vice President, 
Financial Operations 
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Management 


Operating Division Management 

Betty Crocker 

Christina L. Steiner 
President 

Shawn P. O'Grady 
Business Unit Director, 

Main Meals/Side Dishes 

Big G Cereals 

Jeffrey J. Rotsch 
President 

Mark W. Addicks 
Business Unit Director, 

New Enterprises 

Laurie H. Greeno 
Vice President, 

Cheerios Business Unit 

John T. Machuzick 
Vice President, 

Trade and Promotion Marketing 
Kevin A. Nosbisch 

Vice President, Financial Operations 
Michele M. Seeley 

Business Unit Director, Child Cereals 

Barry C. Wolfish 

Vice President, Adult Cereals 

Foodservice 

Roger W. Rumble 
President 

Ronald E. Behm 
Director, National Sales 

Robert L. Stretmater 
Vice President, Marketing 

Jeffrey R. Page 

Marketing Director, New Business 

Gold Medal 

Jon L. Finley 
President 

Michael P. Jonikas 

Business Unit Director, Desserts 

Jerry D. Kaminski 

Vice President, Marketing-Flour, 

Baking Mixes and Pouches 

Richard 0. Lund 

Vice President, Financial Operations 


Snacks Unlimited 

Y. Marc Belton 
President 

Peter J. Capell 

Vice President, Marketing, 

Kid Snacks/Beverages 

James W. Feil 

Vice President, Financial Operations 

Kimberly A. Nelson 
Business Unit Director, 

Adult/All Family Snacks 

Yoplait-Colombo 

Kendall J. Powell 
President 

Scott C. Lutz 

Vice President, Marketing and Sales 

Information Systems 

Phillip G. Semmer 
Vice President 

Consumer Foods Sales and 
Distribution 

Edward K. Bixby 
President 

Richard L. Best 

Vice President, Financial Operations 

Richard H. Hanson 
Vice President, Distribution 

James J. Kula 

Vice President, Central Zone 

David J. McMahon 
Director,Trade Relations 

Keith R. Sieck 

Vice President, Personnel 

David G. Stuckey 

Vice President, Western Zone 

Jefferson B. Yeakel 

Vice President, Eastern Zone 

Marketing Services 

Donald L. Knutzen 
Vice President 

Robert J. Blake 

Vice President, Advertising 

Operations 

Randy G. Darcy 
Senior Vice President 

James R. Getchell 

Vice President, Operations — 

Snacks/Mixes 


L. Scott Hackett 

Vice President, Commodities 

David B. Johnson 

Vice President, Operations-Cereals 

Joseph R. Mucha 
Vice President, Personnel 

Ronald D. Olson 

Vice President, Grain Operations 

David L. Sorensen 
Vice President, Purchasing 

John H. Stafford 

Vice President, Financial Operations 

Innovation and Technology 

Stephen J. Garthwaite 
Senior Vice President 

Steven N. Heller 

Vice President, Quality and 

Regulatory Operations 

Sidney F. Sapakie 

Vice President, International 

Research and Development 

International Foods 

David D. Murphy 
President 

Kim S. Leventhal 
Vice President 

General Mills Canada 
Christianne L. Strauss 
President 

R. Brooks Gekler 

Senior Vice President, Marketing 

Keith C. Kinniburgh 
Senior Vice President, 

National Sales 

CPW, S.A.* 

Stephen R. Demeritt 
Chief Executive Officer 

Ian R. Friendly 

Vice President, Asia, Latin/South 
America and Export 

Asterios M. G inis 
Vice President, Research 
and Development 

Linda H. Mills 
Vice President, 

Marketing, CP-UK 

Richard A. Shaeffer 
Vice President, Marketing 

*50/50 joint venture with 
Nestle, S.A. 


International Dessert Partners* 

David P. Homer 
Director Marketing 

*50/50joint venture with 
CPC International 

Company Officers 

Walter W. Faster* 

Vice Pres dent, Corporate 
Growth and Development 

Sandy J Navin* 

Vice President, Taxes 

Staff Officers 

Ivy S. Berohardson 

Vice President, Associate General 

Counsel and Assistant Secretary 

Terrance J. Brown 

Vice President, Corporate Growth 

Sam A. Catapano 
Vice President, Auditing 

James L Craig, M.D. 

Vice President, Health and 
Human Services 

James W. Galovan 

Vice President, Personnel - 

Marketing 

Ernest M. Harper, Jr. 

Vice President, Taxes 

Reatha Clark King 
Vice President; President 
and Executive Director, 

General Mills Foundation 

D. Russell Norha 

Vice President, Labor Relations 

Alan J. Ritchie 

Vice President, Compensation 
and Benefts 

Joseph R. Rutledge 

Vice President, Communications 

David B. VanBenschoten 

Vice President, Treasury Operations 

William A Van Brunt 

Vice President, Associate General 

Counsel, General Counsel - Foods 

t Retires January 1997 
t Retires September 1996 
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SHAREHOLDER 


Information 



Transfer Agent, Registrar, Dividend Payments 
and Dividend Reinvestment Plan 

Norwest Stock Transfer 

161 North Concord Exchange 

P.0. Box 64857 

St. Paul, MN 55164-0857 

Phone: (800) 670-4763 or (612) 450-4084 

Address correspondence as appropriate to the attention of: 
Address Changes 
Stock Transfer 

Voluntary Cash (reinvestment plan) 

Shareholder Services 

For other stock-related information, call General Mills' 
Stock Transfer Department at (800) 245-5703. 

Independent Auditor 

KPMG Peat Marwick LLP 
4200 Norwest Center 
90 South 7th Street 
Minneapolis, MN 55402-3900 
Phone: (612) 341-2222 

Form 10-K Report 

Company management believes that the financial 
statements in this Annual Report to Stockholders include 
all significant financial data in the annual report filed on 
Form 10-K with the Securities and Exchange Commission. 
Stockholders may request a free copy of the Form 10-K 
and attached schedules by writing to: Secretary, General 
Mills, Inc., P.0. Box 1113, Minneapolis, MN 55440. 



Shareholder Reports / Investor Inquiries 

Shareholders seeking information about General Mills 
are invited to contact the Investor Relations Department at 
(800) 245-5703. Within the 612 area code, call 540-2444. 
Recorded summaries of quarterly earnings announcements 
and other key company news are available on the toll-free 
line. Shareholders may also request to receive, free of 
charge, copies of quarterly earnings releases. 



Notice of Annual Meeting 

The annual meeting of stockholders will be held at 11 a.m., 
Central Daylight Time, Monday, Sept. 30,1996, at the 
Children's Theatre Company, 2400 Third Avenue South, 
Minneapolis. 

Corporate Citizenship Report Available 

General Mills' 1996 Corporate Citizenship Report details 
the company's many community service and philanthropic 
activities.To receive a copy, write to: General Mills 
Community Affairs Department, P.0. Box 1113, 
Minneapolis, MN 55440. 

Markets 

New York Stock Exchange 
Chicago Stock Exchange 

Stock Exchange Symbol: GIS 

Company Addresses 

General Mills Executive Offices 
Number One General Mills Boulevard 
Minneapolis, MN 55426 
Phone: (612) 540-2311 

Mailing Address: 

P.0. Box 1113 
Minneapolis, MN 55440 

Holiday Gift Boxes 

General Mills Gift Boxes are a part of many shareholders' 
December holiday traditions. This season's gift box features 
Betty Crocker's new cookbook and an assortment of 
General Mills food products.To request a brochure and 
order form, please call (800) 245-5703 or write, including 
your name, street address, city, state and zip code to: 

1996 Holiday Gift Box Offer 
General Mills, P.0. Box 1112 
Dept. 95 

Minneapolis, MN 55440 
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